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NORTHEAST ASIA 


Beijing Radio International Advertises Air China 


SK1908234293 Beijing China Radio International 
in Korean 1100 GMT 18 Aug 93 


[Advertisement for Air China] 


[Text] For everyone who wants to travel to China, the 
fatherland of the oriental civilization: 


Air China’s Boeing airplanes will wurmly greet you. The 
Boeing airplanes make you feel totally relaxed during the 
flight. The luxurious Boeing airplanes! Air China’s 
Boeing airplanes will provide excellent service to you. 


INTERNATIONAL 1 


Air China’s Boeing airplanes have set a world record 
on flight safety for as long as 38 years! Air China 
connects China to some 100 countries! This is the true 
side of Air China. 


The Great Wall! The mysterious clay figures of war- 
riors and horses buried with the dead! The magnificent 
Ming tombs! The beautiful land! Air China greets those 
of you who want to see the places of natural beauty and 
historic interest. 


The reputation of Air China is Ponghwang [a Chinese 
phoenix]. Ponghwang will give you great pleasure and a 
beautiful impression of China. Please contact Air China, 
Ponghwang of the sky, if you want to travel to China. 
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NATIONAL AFFAIRS, POLICY 


Noted Economists Discussing Current Economy, 
Proposals 

93CE0669A Chongqing GAIGE [REFORM] in Chinese 
No 3, 20 May 93 pp 4-9, 16 


{Article by Wu Shangmin (0702 1424 3046) and Yuan 
Yongkang (5913 3057 1660), collators; Liu Guoguang (0491 
0948 0342), Ma Bin (7456 6333), Li Jingwen (2621 0079 
2429), Zhang Znongji (4545 6988 1015), Dai Yuanchen 
(2071 0954 2525), Chen Jiyuan (7115 0679 0337), Qin 
Qiming (4440 0366 2494), Lu Zheng (0712 2398), Wang 
Jian (3769 1696), Liu Fuyuan (0491 4395 0997), Wang 
Tongsan (3076 0681 0005), Li Yang (2621 2254), Lei 
Guangxian (5085 0342 6343), Wang Dayong (3769 1129 
3938), and Hou Qingguo (0186 1987 0948), discussants: 
“Determining, Analyzing, and Devising Countermeasures 
for China’s Current Economic Situation”’] 


[Text] On 17 February, the economics subdivision of the 
Chinese Academy of Social Sciences held a symposium 
to analyze the economic situation. More than 20 experts 
from the State Council Developmental Research Center, 
the State Planning Commission, the State Statistical 
Bureau, the People’s Bank of China, the State Informa- 
tion Center, and the Academy of Social Sciences were 
invited to participate in the conference. The symposium 
was led by Academy of Social Sciences vice president Liu 
Guoguang and Quantitative Economic Technology Insti- 
tute president Li Jingwen. The conferees each gave their 
views on various levels of issues, centering on overall 
determination of the current state of China’s economy 
and the functioning of the national economy, and gave 
several suggested countermeasures. The current sum- 
mary is given below. 


I. Overall Determination of China’s Current Economic 
Situation 


In the discussions, the conferees had four viewpoints 
regarding the overall determination of the current state 
of China’s economy. 


The first viewpoint: China’s economy is currently func- 
tioning normally and growth is appropriate, exhibiting 
neither “overheating” nor “overcooling.” 


The scholars holding this viewpoint gave the following 
reasons. The first is that in 1992 fixed asset investment 
in the entire society totalled 758 billion yuan, a 37 
percent increase over 1991 (calculated according to that 
year’s prices). If the inflation factor is deducted, the 
actual increase is 20 percent. After three years of 
improvement and rectification, the actual level of fixed 
asset investment was lower than in 1988. The total value 
of fixed assets in 1992, calculated with unchanged prices, 
only increased by 35 percent over 1988. This growth is 
revived growth after the conclusion of improvement and 
rectification, and is compensation for three years of 
inadequate investment. The second reason is that 1992 
retail commodity prices rose 5.3 percent over 1991 and 
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were conirolled within a range that society could tol- 
erate. The third reason is that various consumer prod- 
ucts still maintained a greater supply than demand. The 
fourth reason is that energy and raw material supplies 
can generally support rather high economic growth. Coal 
supplies are ample; the tight petroleum situation can be 
alleviated by reducing exports and increasing imports; 
and in recent years, only a few hundred thousand tons of 
steel producis have been imported, much lower than the 
average import of 15 million tons in the mid-1980's, and 
the current international market price is lower than the 
domestic market, and we can expand imports to supple- 
ment domestic shortages. The fifth reason is a rather 
large favorable foreigr trade balance and nontrade for- 
eign exchange incorae. The more than $20 billion in spot 
exchange on hand helps to expand imports and accel- 
erate economic development. The sixth reason is that 
land as a new resource increased the supply of invest- 
ment products. 


Some scholars believe that we should control trends in 
economic development by the pattern of Chinese eco- 
nomic growth. Since September 1991, heavy industry 
has always maintained growth, rising to become the 
guiding industry. Changes in this growth pattern are 
driven by changes in the structure of demand, that 1s 
urban residents’ marginal consumption tendency has 
obviously declined and their marginal savings tendency 
has risen. The large amount of savings produced by the 
changed consumer demand has been converted into 
investment. On the one hand, it has driven economic 
growth to shift to being guided by heavy industry. On the 
other hand, it has led to the three big crazes of “stocks,” 
“real estate,” and “development regions.”’ Bank credit 
also has changed. In the 1988 “economic overheating,” 
increases in bank savings accounts were less than 
increases in loans, but in 1991, bank savings and loans 
were in the black. In 1992 credit receipts and expendi- 
tures were in the black to the extent of 102.4 billion 
yuan. This shows that residents’ savings capacities have 
clearly increased, but funds cannot be fully used. In 1992 
the ratio of investment to GNP was 31 percent, not 
reaching the 33 percent level of 1988. 


Because the economic growth pattern has changed, we 
cannot use the traditional “overheating” under the 
planned economy system, that is use overall tightness to 
determine whether or not the current economic situation 
is overheated. First, in 1992 steel product reserves 
reached the three to four month turnover period, but the 
steel product market was by no means tight; coal reserves 
increased, and electricity also did not feel a tight 
shortage. Second, last year large- and medium-sized 
cities experienced a large adjustment in grain, food 
byproduct, and service product prices to make them tend 
to conform to the law of values. According to statistics, 
in the 5.3 percent inflation, 3.9 percentage points were 
from state price adjustment and 1.4 percentage points 
were self-induced inflation. So, the possibility of major 
price change measures going into effect this year pro- 
moting inflation is not great. In 1992 inflation of capital 
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goods prices was quite fierce and caused the market to 
direct resources toward allocation to sectors with short- 
ages and basic sectors to improve the condition of basic 
industries. Third, international experience shows that 
the movement of Japan and the “four little dragons” into 
modernization was led by investment of savings and the 
heavy and chemical industries’ maintaining more than 
10 years of over 10 percent growth, after which they 
developed into modern industrial countries and regions. 
China is now entering a similar stage. 


The second viewpoint: Current functioning of the national 
economy is essentially normal, but some symptoms of 
economic overheating have appeared. It is already at the 
upper limits of the “yellow light” area, but has not yet 
entered the “red light” area of economic overheating. 


Some scholars believe that, beginning this year, the 
national economy has maintained a rather strong 
growth, continued increases in fixed asset investments 
have promoted economic growth, consumption has had 
suitable growth, and the market's stimulus and restraint 
functions have simultaneously increased. Warming of 
price levels and rises in the types of prices on average will 
not fluctuate greatly during the year. The overall eco- 
nomic situation is good, but in some areas it shows 
symptoms of “economic overheating” and it is exhib- 
iting exacerbating tendencies. This is mainly manifest in: 
1) Overly vigorous investment growth outside the phin 
that is unchecked and not altogether reasonably struc- 
tured. The year 1992 was a peak investment year, second 
only to 1985. At approximately 2.8 trillion yuan, the 
scale of construction increased by 49 percent over the 
previous year, exceeding the increase in that year's 
investment completed. The overall scale of state unit 
construction for the whole year was 2.51 trillion yuan. 
Deducting already completed investment, carried over 
incomplete projects still would require the investment of 
1.13 trillion yuan, an increase of 70 percent over the 
previous year. After the investment autonomy of various 
localities was expanded, they lacked self-restraint mech- 
anisms. Overproduced oversupplied products expressly 
forbidden by the state are still starting new projects. This 
causes increased contradictions in overall supply and 
overall demand. 2) “Bottlenecks” have exacerbated. 
Supply of principal raw materials and electricity is 
becoming tight, and the contradiction of inadequate 
transportation is becoming even more pronounced. The 
rate of satisfaction of demand for railway cars fell to 65 
percent from 77 percent the previous year, and passenger 
transportation was severely overbooked. The ratio of 
ships working in port to those waiting changed to 1:1.25 
from 1:0.8 the previous year. 3) Loans and currency put 
into circulation are excessive. In 1992 state loans 
increased by 354.7 billion yuan and currency put into 
circulation by 115.8 billion yuan, an increase over the 
previous year of 19.7 percent and 36.4 percent, respec- 
tively, exceeding reasonable demands for growth of the 
national economy and forming latent inflationary pres- 
sures. 4) Inflation of urban prices and some capital goods 
prices is high. Resident expense prices in 35 large- and 
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medium-sized cities rose by 10.9 percent over the pre- 
vious year. Within that, service prices rose 21.3 percent. 
Actual interest on bank savings and state bonds have 
become a negative value and the inflation rate is 
approaching the limits of society’s tolerance. 5) In the 
fourth quarter of 199? a rather tight monetary and 
financial policy was ‘mented. But because the rate 
of economic growth he turnover of some enter- 
prises’ funds is not nd local governments also 
feel the tightness of f he pressure of the demand 
for funds ultimately is ..ansferred up to the state bank 
and macroeconomic financial policy encounters rather 
great contradictions and pressures and there is a danger 
of losing control. 6) The supply and demand for foreign 
exchange is out of balance. The discrepancy between the 
posted price and the (adjusted) market price in 
exchanging foreign currency for renminbi is greatly 
expanding. 7) The impetus of product and services costs 
is accelerating. The advantage that some regions (mainly 
coastal regions) have of having rather low costs by 
international standards is disappearing. 


Some scholars believe that the cost of the “overheating” 
of some aspects of the national economy is to sacrifice 
agriculture. First, purchasing funds for the fall 1992 
grain and cotton harvest were short 63.5 billion yuan, 
because some localities used these funds for fixed asset 
investment. Second, the increase in the burdens of 
peasants exceed the rate of their income growth. From 
1985 to June 1991, the per capita increase in peasant 
income was !|0 percent, but rural tax revenues increased 
by 16.9 percent, per capita collective burden increased 
by Il percent, and direct rural household burden 
increased by 17.5 percent. Third, unbridled starting of 
“development regions” in 1992 alone usurped 24 million 
mu of cultivated land. 


There also are scholars who believe that, as far as 
currency circulation is concerned, demand already 
exceeds supply, but there is by no means great infla- 
tion. In addition to the rising trend in urban residents’ 
marginal saving, it is mainly because peasant pur- 
chasing power is weak. Giving peasants “IOU's” and 
“green slips” (when peasants go out to work and send 
money home, the family can only draw remittance 
bills, they cannot draw cash), the money does not get 
into the peasants’ hands, obstructing the realization of 
peasant purchasing power and causing a slump in the 
rural market. 


Maintaining that the operation of the national economy 
is essentially normal, but that some symptoms of “over- 
heating” have occurred, the scholars believe that these 
areas with symptoms of abnormality should receive our 
full attention, but this by no means js the mainstream of 
national economic development. Despite the fact that 
the economy is entering a stage of high speed growth, the 
galloping inflation as a sign of “ecoisomic overheating” 
is by no means happening like in 1988. This 1s because 
there are marked differences between the current socio- 
economic environment and that of 1988. 1) The eco- 
nomic strength has been markedly improved. Between 
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1988 and 1992 the GNP grew by 32 percent; the total 
value of output of industry and agriculture increased by 
60 percent and 20 percent, respectively; and the differ- 
ence between overall supply and overall demand was 
approximately 6.8 percent, within controllable limits, 
and serious imbalances have not occurred. 2) From 
1982, 1988 was the seventh year in a row in which the 
economic growth rate exceeded 8 percent, and in five 
years during that period the growth rate was 10 percent 
or more. But 1992 is the first year since 1989 that the 
growth rate has exceeded 8 percent. For four years the 
average growth rate was 7 percent. Even if 1993 has a 
growth rate in excess of 10 percent, it would only be the 
second year in this period. So, there is rather great 
leeway in macroeconomic controls. 3) In 1988 increases 
in the rates of residents’ consumption and investment 
were 27 percent and 24 percent, respectively. There was 
inflation in both consumption and investment. But in 
1992 they are 16 percent and 35 percent, respectively. 
Investment has a large rate of increase and the increase 
in consumption is steady. Moreover, direct foreign 
investment has reached as high as $11.16 billion, a 160 
percent increase over the previous year. A very great part 
of foreign investment is used to import equipment and 
to pay for materials. A portion of residents’ income also 
is converted to investment (bonds, stocks, raising funds 
in society, etc.). Merely adjusting the structure of supply 
and demand would not expand excesses in the overall 
supply and demand. 4) In 1988 supply and demand were 
out of balance, leading to a great rate of inflation, but 
current increases in consumer prices are mainly influ- 
enced by policy price adjustments and the pull of costs, 
and inflation is within tolerable limits in all respects. 5) 
In such respects as the present bank savings and loan 
Situation (in 1988 they grew by 15.7 percent and 17 
percent, respectively; in 1992 it is 26.8 percent and 19.6 
percent); import and export situation (in 1988 there was 
a deficit; in 1992 there was a surplus); and foreign 
exchange on hand and the degree of opening to the 
outside it is clearly better than 1988. These rather 
favorable short-term factors also can control the possi- 
bility of economic overheating occurring and provide 
ample space. At the same time, we also cannot overlook 
symptoms of “overheating” in the current economic life, 
especially such situations as the competition for invest- 
ment, competition for projects, and the competition for 
loans, as well as the craze for development regions, the 
craze for real estate, and the craze for stocks in various 
aspects since 1992. If we allow them to develop, they 
could lead to further tightening of this year’s macroeco- 
nomic environment and could even give rise to a new 
round of economic overheating. 


The third viewpoint: The current national economy has 
already entered an overheating state. 


The scholars that hold this viewpoint give the following 
reasons: 1) Fixed asset investment growth is too fast. 
The upsurge in the investment product demand pulls 
high speed growth of heavy industry (reaching 23.2 
percent, but is still 14.4 percentage points lower than the 
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investment growth rate). 2) The growth rate of the total 
value of industrial output is 18.8 percentage points 
higher than the growth rate of the total value of energy 
output. In the economic overheating years of 1980, 
1985, 1987, and 1988, the differences between the 
speeds of the two were 10.6, 11.5, 14.4, and 15.8, 
respectively. In 1992 the gap in the speeds of the two is 
the largest in history and it is forecast that this year the 
energy supply wil! be even tighter. 3) The tightness of 
transportation has reached the highest level in history. 
The growth of the total value of industrial output is 18.7 
percentage points higher than the growth rate of the 
transportation sector freight turnover volume, 
exceeding 1988 (when the difference between the two 
was 13.6 percentage points). 4) Potential inflation pres- 
sures have begun to be released: (a) Investment infla- 
tion. In 1992 the largest source of fixed asset investment 
funds was self-raised funds. In state-owned unit capital 
construction and alteration investments alone, self- 
raised funds made up 43.4 percent. The better the 
economic returns and the faster the growth of a region's 
investment, the higher the share of self-raised funds. 
The source of self-raised funds is monetary accumula- 
tion from the entire society. Excessive monetary accu- 
mulation is a result of the relaxation of the credit supply 
after the fourth quarter of 1989. The potential inflation 
pressure is first released by the rate of the self- 
investment model. (b) The high amount of cash put into 
circulation. In 1992, 115.8 billion yuan was put into 
circulation, more than double than was put into circu- 
lation in 1991. The cash circulating outside of banks 
increased by 36.4 percent. The high circulation of cash 
will pull up consumer prices and service industry prices. 
(c) There is a rising trend in the consumer price index. 
In 1992 when the lowest retail price index was 4.1 
percent, in the second half of the year it rose monthly, 
and after October, it was as high as 6 percent. In June 
the cost of living price index was 6 percent and in 
November it reached 10 percent. The retail price index 
in 35 large- and medium-sized cities was 10.9 percent in 
December and the cost of living price index was | 3.3 
percent. (d) This year investment maintains a high level 
and consumption is further inflated. The new start 
investment projects from 1992 are extending into this 
year, and local and enterprise investment desires only 
increase, they do not decrease. In 1992 consumer 
product retail figures increased by 16.6 percent over the 
previous year. If retail price inflation is deducted, the 
growth of consumer product retail amounts was higher 
than 10 percent, exceeding the growth rate of 1988. 
After the economy enter a high speed growth cycle, high 
speed growth of the income of the whole society and 
growth in consumption correspondingly accelerated. In 
the third and fourth quarters of 1992, retail sales totals 
for social commodities picked up speed. The seasonal 
cyclical comparative growth rates were 4.8 percent and 
7.5 percent, respectively, approaching the growth rate in 
the first half of 1988. 
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The fourth viewpoint: The national economy is in a slump. 
In June 1993 it will enter an overcooling state, and in 
October it will fall into a trough. 


During the discussion, one comrade, calculating with a 
forecasting formula that he designed himself, came out 
with the following views: |) June through August 1992 
were a “hot” stage; September through October were an 
“overheating” stage; and after October, [the economy] 
began to slide. 2) From November 1992 through January 
1993, China’s economy functioned in a “hot” and lower 
limits of “hot” state, and from February through May, it 
transitioned down to a “suitable” state. 3) By June, 
China’s economy will enter a “cold” state and in about 
September it will enter an “overcooled” state, and until 
December it will not be able to come out of this state. 4) 
From November 1992 through November 1993, the 
results of China’s economic activity will follow an eco- 
nomic cooling and downward movement. The com- 
posite index of industrial economic performance will 
continually decline. 5) The growth rate of the 1993 GNP 
will be about 8 percent. If we can adopt strong measures 
to curb the economic slide, it could be raised to 8.5 to 9 
percent. From January through May, the growth of the 
GNP could be greater than 8 percent, but after June it 
will be less than 8 percent. Because the economy is 
functioning in a cold or overcooling state, the results of 
economic activity will not be good. 


II. Some Deep-seated Problems in the Current 
Functioning of the National Economy. 


Scholars have made the following analyses: 


1. The basic reason for the decline in economic perfor- 
mance is an irrational industrial structure. |) Although 
1992 was a year of rapid economic growth, the “bottle- 
neck” industries were not greatly alleviated and the 
basic industries, especially primary and tertiary indus- 
tries, were still rather backward, and structural adjust- 
ment mechanisms were not able to be truly established. 
The benefits of several units were obtained depending 
on the erosion of state assets. According to a comrade 
from the Bureau of State Assets Control, every day as 
much as 100 million is lost in state assets. 2) With a 
serious surplus in the productive capacity of processing 
industries in general, new productive capacity continues 
to be slanted toward the processing industry. Presently 
there is a one-third surplus in textiles, the machine 
manufacturing industry has a one-fourth surplus, light 
industry has a one-third surplus, and there is a one-half 
surplus in the productive capacity of electronic con- 
sumer products, durable consumer products, and small 
household appliances. But development regions still 
blindly add processing industries. Some scholars believe 
that not only should the government be concerned about 
the rate of growth, it should be even more concerned 
about and give serious consideration to the fact that the 
structure is irrational. 


2. Policy disparities create ever more serious discrimina- 
tory economic divisions, leading to hard to control “hot 
spots.” |) The craze for development zones is a manifes- 
tation of each locality’s competition for preferential 
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policies. The Hainan provincial special zone itself 
already enjoys several preferential policies and the whole 
province has made 104 development zones, but only 15 
of them are approved by the provincial government. 
Development zones made by all the provinces and cities 
are competing with one another for preferential policies 
and special treatment. 2) Policies specify that some 
zones can engage in real estate and stocks and other 
zones cannot, and there are differences in the policies of 
various permitted zones. This results in crevices for 
investment (speculation) and acute supply and dezaand 
contradictions, and there are a great many policy differ- 
ences that can be used and many opporiunities to obtain 
a profit. A large amount of funds is poured into the 
crevices, triggering “hot effects.” 3) Tax system confu- 
sion and lack of transparency everywhere can be 
“accommodated” and create unfair competition condi- 
tions. 4) Policy differences create rapidly widening dis- 
parities in income distribution. 


3. The fact that the legal system is not perfected produces 
various contradictions for the public and the private 
economies. |) The fact that several public and private 
economies are more so in name than in reality, and false 
state, false collective, and false “three kinds of invest- 
ments” can be seen everywhere is simply because they 
obtain some policy advantages. 2) The leakage of public 
property to private individuals is serious and transfer 
processes are extremely abnormal. Some regions have 
become huge “funnels” for the transfer of public prop- 
erty to private individuals. 3) In some territories where 
laws and regulations are not strict and controls are lax, 
the phenomenon of public losses and private gain and 
squandering public funds is extremely serious, and is 
even becoming more and more intense. 


4. The unequal urban and rural distribution systems 
restrict the high speed growth of the economy. Some 
scholars believe that the present economic growth is 
pulled by the consumption of the 200 million urban 
residents and is by no means pulled by the consumption 
of all the urban and rural residents. The present Gini 
coefficient of urban employee income is 2.3 and the 
urban and rural resident income differential has reached 
3:1. In three years of improvement and rectification, 
urban consumption maintained a certain rate of growth, 
but the countryside experienced negative growth. The 
fact that the consumer market is slumping is actually 
caused by unequal urban and rural distribution. From a 
long-term perspective, the dual structure is a threat to 
high speed growth of the economy. 


5. The fundamental reason that we have overlooked agri- 
culture and sacrificed agriculture for a long time is that we 
have not established proper strategic guiding thought and 
accomplished a conversion of the economic system. Some 
scholars believe that, on the one hand, in strategic 
guiding thought we have made the objective of the 
struggle to “quadruple the GNP” and we have made 
value of output quotas an important standard and basis 
for assessing the official achievements of cadres at every 
level. This causes quite a few cadres to attach extremely 
great importance to high value of output, large profit 
industries and be willing to invest in them; but as regards 








agriculture, which does not have a large value of output 
and has the lowest comparative returns, altnough they 
say that they emphasize agriculture as the foundation, 
they actually often overlook agriculture and even do 
harm to agriculture. On the other hand, under the 
traditional system we practiced the unified assignment 
and purchasing system for a long time, obtaining agri- 
cultural products at a !ow price and transferring agricul- 
ture’s accumulations to develop industrial accumula- 
tions. Now the conversion from the traditional system to 
the market economy system has just begun, and the 
concept of slighting agriculture under the traditional 
system still has a very deep-seated affect. If these two 
problems are not fundamentally resolved, agriculture 
still could follow the old path of big highs and big lows. 


III. Some Countermeasures 


Scholars who believe that “the economy is functioning 
properly” or “the economy is functioning essentially 
normally, but some symptoms of overheating are 
appearing” have proposed the following suggestions for 
future economic reform and development: 


i. Use the spiritual unity of the 14th Party Congress to 
understand the current economic situation. Leaders at 
every level in their macroeconomic decisions and eco- 
nomic administration should persist in unifying liber- 
ated thinking and seeking truth from facts, do a good job 
of handling the relation between doing their best and 
acting in accordance with their capabilities, and oppose 
wanton clambering for speed without emphasizing 
results. Public opinion orientation should strengthen this 


aspect of propaganda. 


2. On top of macroeconomic control dynamics, appropri- 
ately adopt microeconomic control measures. We can 
neither continue to slacken nor can we put on the 
emergency brake and ignore differing and changing 
circumstances. For this year’s economic growth not to 
exceed a suitable 10 percent and to be able to generally 
control the growth of fixed asset investment, and loans at 
15-18 percent, the key is to do a good job of directing 
investment orientation by adjusting such patterns as 
taxes, differing profit rates, financial deductions, and 
central and local joint investment, inducing localities to 
strengthen their investment in weak links such as infra- 
structure and basic industry. 


3. Actively promote market oriented complete reform. 
First, further complete price reform and accelerate the 
capital goods price “dual track.’ Second, properly 
increase the issuing of state bonds to absorb the new 
increases in residents’ surplus purchasing power. In 
putting the issuance of various securities in order, we 
should first ensure the state’s tasks, and then issue local 
bonds. Third, intensify enterprise reform, especially 
determining clearly the production authority relations. 
Fourth, establish a sound social assurance system and 
promote adjustments in enterprise structure. Fifth, con- 
vert government functions and thoroughly control mac- 
roeconomics and enliven microeconomics. 
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4. Strive for good harvests in agricultural production. The 
key to stabilizing agricultural production is insuring 
peasant benefits and arousing the peasants’ enthusiasm 
for production. In promoting rural reform, we should use 
the market function to adjust agricultural production 
and we should adopt protective prices to guard against 
“cheap troughs harming agriculture” and enhance infor- 
mation guidance and help peasants increase their 
income. We absolutely cannot release grain and oil 
purchases and sales as an opportunity to lift a burden. 
Relevant departments cannot use the excuse of “moving 
the peasants toward the market” to abandon their 
responsibilities. 


5. Reform the banking and finance systems and enhance 
financial macroeconomic controls. 


(1) Establish a central bank based on the main office of 
the People’s Bank. The central bank would not have 
business relations with indivic ‘als or enterprises. The 
former branch offices would be changed to commercial 
banks, becoming financial businesses and assuming 
credit risks. The central bank would be the only bank in 
the nation with authority to issue money. It would 
control the money supply and use public market opera- 
tions, reserve funds, and discount rates to adjust the 
money supply to guarantee overall price levels and 
guarantee the amount of money that the economy 
requires. Commercial banks would not double as policy 
banks. Policy banks would be established separately. 
Among the commercial banks, medium- and long-term 
investment banks also could be established. Some 
scholars also proposed that: |) The central bank's stan- 
dard interest rate be appropriately raised and the 
floating limits on the interest rates of specialized banks 
and other financial organizations be relaxed. 2) The 
controls on central bank loans be suitably tightened. 3) 
The lower limits on the legally stipulated prepayment 
rate be suitably raised. 4) Central bank supervision and 
control over specialized banks and other financial orga- 
nizations be enhanced. 5) Accounting reforms and 
improved bank accounting, settlement, and payment 
services be actively promoted. 


(2) Augment financial system reforms and implement 
separation of the central and local tax systems and 
separation of the profit and tax flows, and formulate 
reasonable tax categories and tax bases and make 
timely adjustments in tax rates and the joint move- 
ment of prices, taxes, and finances. Evaluate and 
strengthen control of state assets, give serious attention 
to the policy function of tax revenues, and enhance the 
predetermined budget system and increase revenue 
and control spending. 


6. There should be major changes to government functions 
and policy concepts. 


(1) The government should no longer directly serve as 
the engine of economic growth and should no longer act 
as the “support,” “backer,” and “protective umbrella” 
for enterprises. The present high speed growth relies 
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mainly on government (various levels of local govern- 
ment) impetus and the support of low risk investment 
mechanisms under government protection. These 
growth mechanisms can easily have big highs and big 
lows and lose macroeconomic control, and the effi- 
ciency cannot be high. In the new market economy, the 
government should mainly serve the function of “‘plan- 
ner,” “maintainer of order,” and “guardian of the 
currency” (this is the chief goal of the national central 
bank.) (2) The government’s main energies should not 
be placed on formulating preferential policies and spe- 
cial policies and “‘accommodation” measures, but 
should create an atmosphere of policies that benefit 
generally and alleviate policy discrimination and 
market divisions and accomplish an ordering and ratio- 
nalization of the economy. Mainly placing government 
energies on formulating preferential policies actually is a 
leftover policy concept from the traditional planned 
economy. In the past, material and human resources 
were allocated, now it has changed to allocating 
“policy.” Actually policy has become a resource in 
government hands. Whether to give to someone or not 
totally depends on the desires of the resource allocator. 
Although this can produce partial “enrichment,” overall 
efficiency will inevitably be low, and it can easily 
produce several frictions and contradictions. 


7. Reform the investment system and delegate investment 
decision authority to state enterprises, especially large 
enterprises. While establishing risk investment mecha- 
nisms, the state, in addition to organizing infrastructure 
investments, should relax policy to permit collection of 
funds from society to develop infrastructure and permit 
foreign investors to enter this area. 


8. Formulate and implement reasonable industrial devel- 
opment policies to spur accelerated development of basic 
prwerartn and infrastructure. In accordance with indus- 
trial policy, adjust the pricing policy and the monetary 
policy, free up “bottleneck” industry prices, and free up 
limits on their loans. Actively guide heavy industry, 
especially heavy basic industry, so that it can become an 
important content and support for continued rapid 
growth of the economy for the next 20 to 30 years. 


9. Grasp changes in consumer forecasts and guard against 
synchronized vibrations. Consumer forecasts are not 
gradual, but abrupt. With no way to get an accurate 
signal, [consumers] often adopt a similar action to their 
neighbors. Now we are at a turning point for changes in 
consumer forecasts. We should guard against consumers 
being induced by forecasts of inflation to create synchro- 
nized vibrations and throw the disposition and ordering 
of all economic activity into confusion. 


10. Adopt strong measures to oppose corruption. Some 
scholars mentioned that in the third economic and 


commercial upsurge beginning in 1992, corruption has 
grown at an extremely serious pace. Cadres using their 
authority for personal gain, practicing graft and 
accepting bribes, improper party style, improper peo- 
ple’s style, improper social atmosphere, and in addition, 
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gambling, prostitution, drug addiction, robbery, smug- 
gling, and forgery are all mixed together, creating 
extreme chaos in the law and order of society and having 
a great affect just when the competitive market order is 
being established. If we do not conscientiously resiive 
this, it will be hard to avoid ugly incidents breaking « “t. 


The comrades who in the previous discussion estimated 
that the national economy will enter an “overcooling” 
Stage this year suggest that the primary duty of macro- 
economic adjustment in 1993 is to curb the economic 
slide. Their countermeasures are: |) Beginning in early 
1993, we should increase new starts of productive 
projects as much as possible. This not only would greatly 
increase the demand for investment products and effec- 
tively curb the slide in heavy industry production, but 
also could increase the monetary income of residents and 
expand the demand for consumer products, also effec- 
tively curbing the slide in light industry. 2) Increase the 
light industry input and use light industry production to 
drive heavy industry production. 3) Increase the com- 
parative accumulation of fixed assets and reduce the 
comparative accumulation of liquid assets. 4) Increase 
the share of productive investment so that the ratio of 
productive investment to nonproductive investment as 
much as possible is greater than the lower limits of the 
suitable proportion (60.4:39.6). 5) Increase the rate of 
accumulation and as much as possible make it higher 
than the 31.5 percent suitable lower limit and lower the 
rate of consumption, and as much as possible, make it 
lower than the 68.5 percent lower limit. 6) Beginning 
from early 1993, we should ease the money supply and 
increase the circulation of credit funds to check the 
continuous shrinking of production. We should never 
tighten the money supply because we are concerned that 
inflation will occur. 7) We should appropriately lower 
bank savings account interest rates. 8) We should raise 
the share of productive financial expenditures and lower 
the share of consumption financial expenditures. The 
state can adopt a deficit financial policy and can appro- 
priately overdraw on banks and borrow overseas and at 
home to raise productive financial funds and put those 
funds completely into large- and medium-sized state 
enterprise production. 9) We should gradually increase 
input of circulation area liquid fund loans and increase 
the activity of the circulation area, thereby helping the 
production area to rebound. 


Ways To Reduce State-owned Enterprise Burdens 


93CE0668A Beijing QILYE GUANLI [ENTERPRISE 
MANAGEMENT] in Chinese No 4, Apr 93 pp 7-10 


[Article by Guo Xiaowei (6753 1420 0251), Enterprise 
Department, State Council Economic Relations and 
Foreign Trade Commission: “Historical Enterprise 
Burden Problem in Urgent Need of Solution—Roundup 
From Workshop on Solving the Historical Problem of 
Enterprise Burdens’’] 
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[Text] The State Council Economic Relations and For- 
eign Trade Office’s Enterprise Department recently held 
a “workshop on solving the historical problem of enter- 
prise burdens.”’ Participants included comrades from 
provincial (and municipal) economic committees and 
delegates from some enterprises in Beijing, Tianjin, 
Hebei, Liaoning, Shanghai, and Shandong. The sub- 
stance of the discussions is summarized as follows: 


1. Solution to the historical problem of state-owned enter- 
prise burdens is a prerequisite for the transformation of 
enterprises’ operating mechanisms, orientation toward the 
market, and fair competition. 


Most of enterprises’ historical burdens are a product of 
the old system. For a long time, state-owned enterprises 
played the dominant role in the national economy, and 
they made a tremendous contribution to the nation. 
Nevertheless, under the traditional planned economy, 
most of the profits that enterprises made had to be 
turned over to the state, but the state invested very little 
in enterprises. Consequently, enterprise equipment and 
technology is antiquated, enterprises have insufficient 
funds of their own, and they are deeply in debt. The rise 
in recent years of township and town enterprises, and of 
the three kinds of partially or wholly foreign-owned 
enterprises has demolished the former monopoly posi- 
tion of state-owned enterprises. State-owned enterprise 
products are not selling well, and are accumulating in 
inventory. Economic returns are worsening; the number 
of enterprises losing or on the verge of losing money is 
steadily increasing, and the ability of enterprises them- 
selves to reverse and absorb hidden losses is extremely 
limited. Many enterprises that have to rely on subsidi- 
zation of their lesses for survival are even less able te 
absorb their hidden losses. In addition, state-owned 
enterprises also perform numerous social functions. 
They have legions of surplus and separated or retired 
personnel for whom they have a social responsibility. 
Their social burdens are becoming increasingly heavier. 


Delegates to the workshop said that the reasons for the 
historical burdens of state-owned enterprises are fairly 
complex. Some are attributable to enterprises own inept 
management, and others are new problems that have 
occurred in the change over from the old to the new 
system. Mostly, however, these burdens stem from the 
rigid product economy. 


Delegates to the workshop said that these problems, 
which have been inherited from history, seriously 
impede the entry of state-owned enterprises into mar- 
kets. Unless they are promptly solved to allow “old 
teams” and “young teams” to compete from the same 
starting line, state-owned enterprises will actually be in 
an unequal position. This will surely lead to state-owned 
enterprise losses or hidden losses that will be difficult to 
contain. Enierprises’ economic returns will decline fur- 
ther. Therefore, the state should act promptly to allow 
state-owned enterprises to put down their burdens, enter 
markets, and take part in fair competition. 
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2. State-owned Enterprises Have Old Technology and 
Equipment. By Themselves, They Are Unable To Accu- 
mulate Capital and Carry Out Technical Transformation. 


Delegates to the workshop acknowledged that state- 
owned enterprises are generally antiquated. They lack 
the ability to transform and develop themselves. 
Product updating is slow and products do not meet 
market requirements. The state should pay close atten- 
tion to this. 


Under the planned economy, an enterprise was managed 
like a workshop. It was as though it had no need to 
accumulate capital itself and transform itself. This situ- 
ation has improved somewhat since reform and opening 
to the outside world, but retained profits of enterprises 
are slight, and funds for the development of production 
and for renovation are lacking. Enterprises are a long 
way from having the ability to accumulate capital them- 
selves and carry out their own transformation. The 
retained profits of budgeted state-owned industrial 
enterprises in Tianjin in 1992 totaled 189 million yuan. 
This was 6.4 percent of profits, totaling 2.95 billion 
yuan. Out of their retained profits, some enterprises 
have to subsidize staff member and worker medical 
expenses and welfare expenses. They also have to 
operate welfare activities for staff members and workers, 
and they are responsible for paying various assessments 
and fines. In 1992, withholdings totaled 811 million 
yuan—! 10 million yuan for the production development 
fund, and 701 million yuan for renovation. Every year 
welfare fund overspending takes more than 200 million 
yuan. Because of the small amount of annual withhold- 
ings for the production development fund and for reno- 
vation, most enterprises have old plant buildings and 
equipment. By the end of 1992, their fixed assets had an 
original value of 16.9 billion yuan, a net value of 10.8 
billion yuan, and a net value rate of only 64 percent. 


3. Steady Rise in Enterprise Debt; Heavy Interest Burden 


The workshop delegates pointed out that because enter- 
prises had little of their own money, they had to take out 
bank loans for production and development. Enterprise 
debts are steadily growing, and their interest burdens are 
becoming more heavy. Enterprises have no hope of 
liquidating their financial obligations. This state of 
affairs must be changed with all possible speed. 


1) Steady Increase in Debt Burden. From 1981 to the end 
of 1991, working capital belonging to Beijing industrial 
enterprises within local budget fell from 64 to 22 percent 
of total working capital in a 42 percentage point decline. 
Working capital bank credit as a percentage of total 
working capital rose 33.3 percent in a 53 percentage 
point rise. As of the end of 1991, Zhongjian Corporation 
construction enterprises completed 4.1 billion worth of 
business using only 130 million yuan of working capital, 
85 million yuan of which the state allocated. Today, it is 
1.1 billion yuan short of working capital, and must rely 
on bank credit for the amount. When enterprises cannot 
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borrow the needed funds, they cannot operate normally. 
Even when they can borrow the funds, their burdens are 
very heavy. 


2) Heavy Interest Burdens, Little Ability To Repay, and 
No Hope of Liquidating Financial Obligations. As of 
the end of 1992, the fixed assets credit balance and 
payable interest of budgeted state-owned industrial 
concerns in Tianjin totaled 11 billion yuan. Between 
1989 and 1992, they repaid 2.284 billion in credit, 
including 2.639 billion in interest, their actual repay- 
ment of loan capital amounting to only 185 million. As 
of the end of 1991, budgeted state-owned industrial 
enterprises in Beijing had bank loans totaling 17.4 
billion yuan on which interest payments alone came to 
1.5 billion yuan, or 56 percent of their profits for the 
entire year. Their 1991 retained profits totaled only 
1.65 billion yuan, so they would be unable to repay 
their loans for a long time to come. 


3) The main reasons for the steady increase in enter- 
prises’ financial obligations are three: (a) Under the 
planned economy, enterprises planned production only 
according to state plan. The state was responsible for 
enterprises’ development, the enterprises themselves 
having no responsibility for expanding reproduction. 
Consequently, since the change in 1983 from govern- 
ment allocation of funds to loans, enterprises have had to 
depend on credit to expand reproduction. (b) Because of 
the steady expansion of the scale of their production and 
the sharp rise in prices, enterprises’ needs for funds have 
become greater and greater. Since the state has stopped 
disbursing funds and they have few funds of their own, a 
sharp rise in enterprises’ financial obligations is inevi- 
table. (c) Enterprises have expanded production capacity 
and have started construction projects despite no 
working capital in budgets. This has caused a very great 
shortage of funds. 


4. Enterprises Charging of Losses and Their Hidden 
Losses Urgently in Need of Handling 


The delegates to the workshop noted that enterprises had 
large losses and hidden losses that they would not be able 
to absorb easily themselves. Since the reasons for their 
hidden losses are fairly complex, enterprises cannot be 
expected to absorb all of them themselves. A policy 
whereby the government, banks, and enterprises each 
absorb a portion should be adopted to solve the probiem 
as soon as possible as different circumstances warrant. 


1) Large Losses and Hidden Losses. Since 1989, losses of 
state-owned industrial concerns have risen sharply. 
Losses in 1989 increased 80 percent over the previous 
year. In 1990, they rose another 1.2 fold over the 
previous year. Although the trend toward sharp rise in 
enterprises losses was contained in 1991, a rising trend 
continued nevertheless. In 1992, losses fell 3.6 percent, 
but losses still amounted to 28.9 billion yuan. In addi- 
tion, hidden losses generally exist to varying degrees in 
state-owned industrial enterprises. A survey of 1,796 
state-owned enterprises in Liaoning Province (Industrial 
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and Commercial Bank statistics used) showed losses and 
hidden losses of as much as 14 billion yuan, 5.2 billion 
yuan of which are open losses charged to accourts, and 
8.8 billion yuan of which are hidden losses and open 
losses. Hidden losses exceed open losses 1.67 fold. 


2) Enterprises will find it difficult to absorb by themselves 
both losses charged to account and hidden losses. Qingdao 
budgeted industrial enterprises have hidden losses of 589 
million yuan and losses charged to account of 330 
million yuan for a total of 919 million yuan. Their 1992 
profits came to 300 million yuan. Were their entire 
profits to be used, it would take three years to offset 
losses charged to account and hidden losses. Therefore, it 
will clearly be difficult for enterprises to digest their 
hidden losses and their open losses within three years. 


Unremedied cumulative losses of budgeted state-owned 
industrial enterprises in Tianjin totaled 547 million yuan 
as of the end of 1992. In 1992, losses taker: in getting rid 
of finished products and the conversion of 2.872 billion 
yuan of hidden losses into open losses produced curnu- 
lative losses to 3.4 billion yuan. This equaled 164.5 
percent of profits and taxes for 1992. It would also take 
three years to make up these losses using all their profits. 


3) There are many reasons for enterprises’ hidden losses: 
The product mix of some enterprises does not make 
sense; enterprises have low returns; enterprises lack a 
self-restraint mechanism; and enterprises are not strictly 
managed. Sometimes direction from the top is not 
forceful; imports are duplicated; the economic climate is 
depressed; and the external supervision mechanism is 
not strong. Analysis of the hidden losses of nine prefec- 
tures and cities in Hebei Province showed that hidden 
losses during 1990 and 1991 accounted for 73.9 percent 
of total losses. Sixty percent of hidden losses stemmed 
from higher than current prices cS finished goods in 
inventory and shortages found in inventory. This shows 
that a depressed economic climate, overstocking, and 
inventory losses are main reasons for hidden losses. 


5. Numerous Surplus Personnel in State-owned Enter- 
prises; Heavy Burden From Retired Personnel; Social 
Obligations of Enterprises Have Become a Strenuous 
Burden 


Delegates to the workshop noted that state-owned 
enterprises are not only the mainstay of the national 
economy today, but they also bear numerous social 
responsibilities that seriously impair their improve- 
ment of economic returns. State-owned enterprises 
have numerous surplus personnel, and the number of 
their retired personnel is steadily increasing. Enter- 
prises bear social responsibilities everywhere that are 
an intolerable burden. 


1) Jt is difficult to separate surplus staff members and 
workers. Everywhere it is the same: they cannot be fired, 
they cannot be kept, and they cannot be put on the roles. 
With the intensification of enterprise reform, enterprises 
must transform their operating mechanisms to enter 
markets. Entry and exit of enterprise staff members and 
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workers should be a normal process. In township and 
town enterprises, as well as in three kinds of partially or 
wholly foreign-owned enterprises, this is no longer a 
problem. In state-owned enterprises, however, it remains 
difficult. One reason is that the social security system is 
imcomplete, no labor market has truly been built, and 
employment channels for surplus enterprise personnel 
are narrow. Other reasons include the inability of enter- 
prises to absorb them themselves, and social order 
problems. This means that enterprises alone must bear 
the surplus personnel problem. Second, because of the 
difficulty separating surplus personnel, enterprises do 
not make very high returns, there is little wage spread, 
and earnings of industrial concerns are far lower than 
from hotels, tourism, and three kinds of partially, or 
wholly foreign-owned enterprises. A serious problem of 
“no hiring and no retention” exists in enterprises. This 
means that the people that state-owned enterprises want 
to discharge cannot be discharged, those they want to 
retain cannot be retained, and there are no up and 
coming personnel entering this vicious cycle. 


2) The number of retired personnel grows with each 
passing year, causing an excessive burden. Statistics show 
that in 1991, 14 industrial corporations in Beijing had 
668,000 staff members and workers, but that they also 
had 214,000 retired s<csonnel—a ratio of 3.1 to 1. Even 
without counting the me dical care expenses of the retired 
personnel, about 350 muullion yuan is spent each year on 
retired personnel. 


3) Enterprises’ heavy social burdens. Nowadays almost all 
state-owned enterprises perform social functions. This is 
particularly true for enterprises far from cities and 
towns. More than 2,000 staff members and workers in a 
certain company belonging to Zhongjian Corporation 
live on a base far from cities and towns. The company 
pays for everything from hospitals to police stations, 
grain shops. residents committees, stores, child care 
centers, and primary schools. It even paid for the 
building of a crematorium. Statistics for the past thre 
years show that operation of these facilities costs the 
company 10,000 yuan eac:) day. That amounts to 3. 6 
million yuan a year. 


6. Suggestions for Solving Enterprises’ Historical Burden 
Problem 


1) Acceleration of the transformation and revamping of 
old enterprises in conjunction with transformation of 
enterprises’ operating mechanisms to improve their 
ability to accumulate funds and to transform themselves. 
Temporary income tax abatement and exemption from 
the payment of profits is needed for a number of old 
enterprises that continue to play a key role, allowing 
them to apply the money to the development of produc- 
tion and to accelerate technical progress. Enterprises 
carrying a large retiree burden (enterprises in which the 
ratio of retirees to employees is | to 2) might be allowed 
to enjoy the concessionary policies that apply to welfare 
enterprises. A rest and recuperatio.. §§ 7 for some old 
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key enterprises could both improve their ability to accu- 
mulate funds and to transform themselves, and also set 
the stage for transformation of their operating mecha- 
nisms. In addition, restructuring of old enterprises 
should be conducted in a planned and accentuated 
manner. Mergers, splits, grafting, and emulation of the 
methods of three kinds of partially or wholly foreign- 
owned enterprises might be adopted to allow the invig- 
oration first of tliose enterprises that can be invigorated. 


2) Improvement of the tax system and reform of tax 
collection and administration methods, curtailing fiscal 
expenditures to create a climate of fair competition for 
enterprises. State-owned enterprises bear tax burdens 
that are heavier than those under the taxation system for 
the three kinds of partially or wholly foreign-owned 
enterprises. Thus, state-owned enterprises are not able 
to compete equally. During the past several years, the 
nonstate-owned economy has accounted for half of gross 
industrial output value, but state-owned industrial con- 
cerns still pay 70 percent of industrial enterprise taxes. 
State-owned enterprises continue to be the main source 
of fiscal revenues. This excessive reliance on state- 
owned enterprises for fiscal revenues means that taxa- 
tion takes away most of enterprise’ profits. Conse- 
quently, state-owned enterprises are unable to 
accumulate funds for themselves, and their technology 
and equipment cannot be updated promptly. Every- 
where, state-owned enterprises have become old, and 
enterprise returas are less and less with each passing 
year. In addition, in order to ensure revenue increase, 
the government must constantly come up with new 
taxes, assessments, or funds to pay for the steady 
increase in expenditures. This forms a vicious cycie. 


Therefore, the tax system must be unified as quickly as 
possible, and nongovernment enterprise tax adminis- 
tration must be improved to reduce nongovernment 
enterprise tax cheating and tax evasion. Efforts mus: 
be made to increase tax collection from the nonstate- 
owned economy. The increase in expenditures must 
also be controlled and excessive administrative costs 
reduced to lighten the too heavy tax burden of state- 
owned enterprises. 


3) Reform of the banking and investment system, 
changing the “substitution of loans for government dis- 
bursements”’ to state investment to lighten enterprise debt 
burdens. Ever since 1983, the siate has shifted away from 
government disbursements to bank loans for enterprise 
investment, and enterprises have changed from no pay- 
ment to payment for the use of funds. This was a needed 
reform. Nevertheless, since most enterprise profits con- 
tinue to be paid to the state, enterprises must borrow 
money just to maintain simple reproduction. Thus, 
enterprises pile debt upon debt. They are completely 
unable to repay their financial obligations. For this 
reason, the workshop delegates called for a complete 
change to state investment of the funds that were previ- 
ously changed from government disbursement to loans 
in order to make up for enterprises’ serious funds 
shortage and reduce enterprises’ debt burden. The banks’ 








JPRS-CAR-93-064 
1 September 1993 


investment system must also be reformed as quickly as 
possibly, a distinction made between loans for policy 
reasons and for operating reasons. Low interest or dis- 
counted credit should be granted for investment made 
for policy reasons. The interest rate on credit for enter- 
prise operation should be based on the market. 


4) Sharing of hidden loss burdens by government, enter- 
prises, and banks. Since the reasons for hidden losses are 
fairly complex, some of them resulting from poor enter- 
prise management, and some of them attributable to the 
external climate and policies, not only is it unreasonable 
to expect enterprises to absorb all of them, but enter- 
prises would also find doing this difficult. According to 
the provisions of a Ministry of Finance and Ministry of 
Foreign Economic Relations and Trade document issued 
in 1992, “interest may be charged first then rebated” on 
the working capital used for hidden losses for which the 
Ministry of Finance approves a three year amortization 
of costs and separate posting to accounts. Since enter- 
prises have limited ability to digest costs, and since the 
interest rebate that enterprises obtain is extremely small, 
this does not help encourage enterprises to absorb their 
hidden losses. Therefore, the Ministry of Finance should 
rebate some of the profits stemming from the false 
reporting of hidden losses as gains, or cancel losses 
stemming from pricing finished products in inventory 
higher than current prices. Enterprises should absorb 
other hidden losses sch as losses on inventory, failure to 
amortize costs that : ould be amortized, and bad debts. 
Banks should stop charging interest on loans used for 
hidden losses. 


5) Improvement of the social security system and devel- 
opment of tertiary industries. Workshop delegates also 
suggested that until such time as the labor market 
improves, government financial and labor departments, 
and departments in charge of enterprises might set up 
work force assignment centers in the industrial system to 
set the stage for moving labor from one place to another. 
The industrial system might also operate insurance cor- 
porations to provide support to the unemployed and 
retirees. An enterprise organizational structure should be 
established to adjust and develop a tertiary industries 
fund to quicken the pace of tertiary industry readjust- 
ment and development. 


State Council Researcher Urges Measures To 
Combat Inflation 


State Council Researcher Urges Proper Measures 
To Combat Inflation 


93CE0756A Beijing JINGJI CANKAO BAO in Chinese 
29 Jun 93 p 4 


{Article by Ma Jiantang (7456 1696 1061) and Zuo 
Wosheng (1563 3087 3932), Market Circulation Divi- 
sion, State Council’s Development Research Center: 
“Adopt Suitable Macroeconomic Policies; Maintain 
Appropriately Stable Prices”’] 
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[Text] Prices this year have continued to rise by substan- 
tial margins from an already high point. The Jaruary- 
April increase in the national consumer price index has 
already exceeded double digits. Objectively analyzed, 
the present price trend and suitable policy measures to 
deal with it are important parts of the macroeconomic 
policy process this year. 


I. Price Rise: Reality Today and Projection for the Year 


1) Prices in China have continued to climb this year. 
Retail prices in January-April rose 9.6 percent more than 
the same period last year, with monthly increases of 8.4 
percent, 8.7 percent, 10.2 percent and 10.9 percent 
respectively. A monthly upward trend is evident. 


2) Prices of services have increased considerably and 
have remained at a high plateau. Compared to the same 
period last year, from January through April this year 
showed a sharp 26.5 percent hike. Rising service prices 
and tne upward pressure they exerted caused a 11.5 
percent increase in the national consumer price index 
compared to the same four-month period last year. For 
the 35 large- and medium-sized cities, the consumer 
price index rose by 16 percent. 


3) While urban prices have been rising rapidly, prices in 
rural areas have increased by even larger margins. The 
rural retail price index in the four-month period climbed 
11.4 percent over the some period last year, higher than 
the urban index by |.3 percentage points; for compar- 
ison, the rural retail price index last year was 3.9 per- 
centage points lower than the national index. 


4) Because this change in overall supply and demand was 
driven mainly by the supply and demand of investment 
capital, price increases of production materials have 
therefore been even greater; compared with the same 
quarter last year, one quarterly increase this year was a 
substantial 38.2 percent, with monthly increases of 31.2 
percent, 35.5 percent and 41.9 percent, which also dem- 
onstrate a monthly upward trend. Price increases of 
production materials in the investment category were 
most notable, with steel, wood, cement climbing 64.5 
percent, 43.4 percent and 60.8 percent respectively. 


5) Since last year, investment has continued to increase 
substantially with the accumulating cash and credit 
turning into loans, which led to the rapid and continuous 
expansion of overall supply and demand of capital. With 
the anticipated introduction of price reform measures by 
the central and local authorities (such as raising railway 
freight rates), it is estimated that retail prices in China 
this year will rise by around | 2 percent, that the national 
consumer price index will increase by about 15 percent, 
and that index of consumer prices for urban residents in 
the 35 large- and medium-sized cities will likely increase 
by more 20 percent. At the same time, however, a 
number of factors should be noted. First, the supply and 
demand of consumer goods on the market are basically 
in balance. Second, while prices of production materials 
are high, particularly prices of investment-type primary 
production materials, they have already exceeded the 
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world market price level, and importing the materials 
will keep their prices from further increase. Third, the 
government can strengthen price reform regulation and 
contro!. Fourth, the government has already begun to 
tighten the money supply. These factors will help prevent 
the consumer price index from rising to a dangerous 
level of over 20 percent. 


II. Main Reasons for Rapid Increases in Prices 


1) Increased efforts made in price reform. First, for the 
past three years, prices of grain and edible oil have been 
raised and freed. Second, prices of important basic 
production materials have been freed or basically freed, 
including prices of steel, coal, cement, crude oil and 
processed products. Third, service prices have been 
raised, such as for housing, water and electricity, cooking 
gas, medical care, transportation and so forth. According 
to estimates by the concerned departments, about 70 
percent of the retail price rises were due to the fact that 
prices were adjusted or freed last year. In January to 
April this year, about 40-50 percent of the price increases 
were influenced by those actions which constituted the 
main reason for the price rises. 


2) The scope of investment was excessive. Investments 
in fixed assets in 1992 were 37.6 percent greater than the 
year before; in the first quarter of 1993, they shot up to 
70 percent. 


3) The exchange rates were declining. The exchange rate 
of the renminbi has dropped substantially. In the first 
four months this year, the currency depreciated around 
70 percent compared to the same period last year. The 
effect of the renminbi depreciation is considerable on 
imported commercial products, and on prices of elec- 
tronics and light industries which require large quanti- 
ties of imported spare parts and raw materials. 


III. Need for Mild Restrain Measures To Control 
Inflation 


1) Measures must be taken to prevent further price rise 
in order to prevent a more virulent inflation. Whether 
for purposes of maintaining social stability and getting 
more popular support for reform, or for improving the 
economic organization to assure long-term development, 
it is necessary to control further price increases and to 
prevent a more serious and dangerous inflation. Who- 
ever takes this challenge lightly, or takes the viewpoint 
that inflation may yet benefit growth is irresponsible and 
should not be heeded. 


2) Application of overly severe restrictive measures 
would be inappropriate. Neither would it be suitable for 
macroeconomic policy to be focussed solely on man- 
aging inflation. The reasons are as follows: 


(a) The society appears to be able to withstand the 
current rate of inflation. First, in the first quarter this 
year, withdrawals from banks for payment of salaries 
and wages and individual withdrawals increased by 35.9 
percent over the same period last year. Nonsalaried 
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income increased even more. Income growth on the part 
of a majority of citizens has been greater than price rise, 
and their standards of living continue to improve. 


Second, the supply of consumer goods is basically ade- 
quate, and in a majority of cases, demands of buyers can 
be met within the market setup, and there is considerable 
potential for increased production to meet the demand. 


Third, the types and varieties of financial assets are 
increasingly available to the citizens, and their psy- 
chology as consumers is rather healthy. At the same time, 
after the panic-buying lessons of the last time, citizens’ 
psychology and behaviors as consumers are developing 
in a healthy direction, and the panic-buying crisis of the 
late eighties will not recur. 


(b) The price for severe restriction would be too high. 
Price reform was the main reason for the price rises 
beginning from last year, and if prices were to roll back 
in the near term, it would be at the expense of progress 
made in price reform, and would diminish the strength 
of reform, and affect the early completion of a market- 
oriented pricing mechanism. Severe restriction will cer- 
tainly halt a number of ongoing projects and affect the 
future productive strength. At the same time, the boom- 
and-bust approach in industrial development will result 
in loss or waste of resources. Foreign capital would be 
held back because of the sharp swings in China's eco- 
nomic policies. Therefore, we must avoid the recurrence 
of another man-made economic crisis. The crux lies in 
weighing the pros and cons in adopting a milder restric- 
tive policy which has the least adverse consequences. We 
should grasp this opportunity while the present inflation 
has not reached the point of seriously threatening soci- 
etal stability and continue to take large forward steps to 
implement reform and to maintain a specified pace in 
economic development. Given this premise, we should 
adopt suitable measures to control increases in the retail 
price index to within the 10 percent range. 


IV. Concrete Policy Recommendations 


1) With the lessons learned from 1988, we should not 
overplay the inflation theme in our propaganda output, 
and avoid building up in the masses any inflation 


expectation psychology. 


2) We should continue firm application of a mild restric- 
tive monetary policy. Although it may be rather late to 
propose raising the interest rates, that goal should be 
affirmed. If the national consumer price index should 
increase by more than 13 percent, we should consider 
renewing guarantee-rate savings. 


3) We should control as appropriate any nonproductive 
type of investment. At present, the serious overheating 
in real estate speculative investment must be firmly 
controlled. In areas where serious real estate speculation 
is taking place, we should consider imposing a capital 
gain tax on profits of real estate sold. At the same time, 
the establishment of “developmental zones” should be 
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firmly controlled. It is recommended that the authority 
to establish such zones be restricted to the central 
government level. 


4) We should cultivate and widen channels for citizens’ 
investment. In order to release the inflationary pressure, 
we should “block one channel” and “open another” in 
terms of the types of investment open to the citizens. 
“Blocking” means stopping the various speculative 
investments. “Opening” means developing new channels 
or new standards for investment. In addition to speeding 
up the standardization of stock market operation, we 
should consider allowing transportation and energy and 
similar departments to raise capital at market interest 
rates at this time when prices of their products and 
services should be raised; in this way, a part of the 
investment capital will be channeled toward meeting 
China’s most urgent development goals. 


5) We should conclude the GATT reaccession negotia- 
tions and increase imports as appropriate. This year has 
seen substantial rises in prices of production materials, 
while price increases of nonferrous metals, chemical 
products, fertilizer and so on are slower, the reason being 
that imports of these materials have exerted an impor- 
tant price-leveling effect. China has already planned to 
permit import of steel by year’s end, and imports of 
wood and petroleum products by the end of next year. At 
present, the prices of these commodities have increased 
by large margins; considering the national economy and 
the effect that imports would have on price stability, we 
should consider moving the import dates ahead, if not 
completely opening the product category to imports, at 
least removing many of the import controls to allow 
more imports coming into China. 


Noted Economists Attended Symposium To 
Discuss Inflation 


93CE0756B Beijing JINGJI RIBAO in Chinese 
29 Jun 93 p 7 


[Article by Gao Lu (7559 6424): “Inflation: Causes and 
Countermeasures—Report on the Third Symposium of 
"China Market Economy Forum]”” 


[Text] The focus of the third symposium of the “China 
Market Economy Forum” held on 1! June was to 
explore the probiem of inflation in China in the context 
of an overheating economy. Those who expounded on 
their views and made recommendations included Yu 
Guangyuan [0600 0342 6678], Wu Jinglian [0702 2417 
8834], Yang Peixin [2799 1014 2450], Yang Qixian 
[2799 0796 0341], Zhang Zhuoyuan [1728 0587 0337], 
Xiao Zhuoji [5135 3504 1015], Wei Jie [7614 2638}, Liu 
Guangdi [0491 0342 4574], and others. 


Noted economist Yu Guangyuan made two recommen- 
dations from an overall perspective: |) He hoped that the 
participants would apply “positivist analysis” to the 
question of inflation and probe deeply into the issue; 2) 
that the floor of the “China Market Economy Forum” 
symposium will be oper: to all, and that the participants 
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are encouraged to comment, question or refute any 
points discussed or expounded by any speaker in order to 
increase our understanding of the issue and to ensure the 
feasibility of any countermeasure proposed. Mr. Yu's 
two proposals were followed up on in the meeting and 
could be described as the special characteristics of this 
symposium. In the course of discussions, therefore, con- 
flicts in viewpoints and clashes of divergent theories 
were rather prominently displayed. 


The major aspects of the problem that emerged from the 
discussions are as follows: 


1. Has Inflation Already Begun? 


Symposium participants were of the view that the infla- 
tionary pressure which has been building up since 1989 
is now being released. Concrete manifestations of this 
can be seen in: 1) The overheating economy, mainly in 
terms of overheating investment. This has created sub- 
stantial increases in prices of production materials. 2) 
The notable rises in the price indices. In particular, the 
retail price index, the consumer price index measuring 
urban cost of living in China’s 35 large- and medium- 
sized cities, and the production material price index all 
registered increases over last year, and some by double 
digits, which indicate that we now face a situation of 
medium inflation. 3) Inflation expectation is taking 
shape in people’s minds. 4) The renminbi is losing its 
value, and has depreciated by considerable margins in 
terms of foreign exchanges. 


The situation is however not like the “panic buying” 
situation created by the inflation in 1988, and the special 
characteristics of today’s inflation are: There is no panic 
buying; market supply and demand of consumer goods 
are basically in balance; peopie however are using their 
money to buy stocks, foreign exchanges, gold and so 
forth. In addition, however, while there is admittedly a 
rather serious inflation on the one hand, there is also an 
urgent need for capital on the other, and that is also a 
special characteristic. 


2. Root Causes of Inflation 


1) The fact that the financial system is irrational is one of 
the systemic reasons for inflation to occur. Symposium 
participants believed that the central bank is only acting 
on its own, with unclear objectives or goals, and lacks the 
necessary conditions for carrying out the stabilization of 
currency; that some of the goals have exceeded the 
central bank’s authorities, given its lack of indepen- 
dence; and that the other commercial banks, driven by 
desire for quick profits from high interest rates, are 
lending large amounts through various channels to take 
advantage of the “‘dual-track”’ interest rates. The result is 
that although loans and credits flow through various 
channels to the market, the enterprises paying low 
interest rates are basically unable to get loans, while the 
high interest bearing loans go to those enterprises which 
put the money in rather speculative but high yielding 
stock and real estate deals; the result is the abnormal 
situation where productive enterprises are deprived of 
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the necessary capital while speculative enterprises make 
profits from easy loan and credit. 


The banks lack a system of accountability for their 
annual operational budgets, and some regional banks 
even lose control over management of funds to the 
extent of expending one year’s budgeted funds in only 
two quarters. Under such circumstances, the banks do 
not have sufficient capital for their main task of funding 
the purchase of cotton, grain and so forth; the result is a 
no-win situation of resorting to the use of “I.0.U.s” or 
calling for a more expansionistic monetary policy. 


2) Economy overheating: Theoretically speaking, rapid 
economic growth per se does not necessarily lead to 
inflation. Because China’s enterprises have a long- 
standing unresolved problem of high input and low 
productivity, national economic development has there- 
fore relied mainly on high input. The overheating 
economy discussed in the symposium is mainly a 
problem of overheating investment. This is the real 
reason for igniting the inflation, i.e., the investment 
fever leading to price rises in all kinds of production 
materials and igniting the inflation. 


3) Mistakes made in fiscal policy are also a major reason 
for the inflation. 


3. Several Corrective Measures 


1) Dealing with inflation will require the government 
take steps to carry out macroeconomic regulatory poli- 
cies, but to do so without relying excessively on admin- 
istrative measures, or simply adopting a restrictive mon- 
etary policy, for the price of the latter will be too great. 


2) Reforming the financial system. 


3) Utilizing economic measures such as adjusting the 
interest rate and indirectly exercising regulatory con- 
trols. Some of the scholars felt that the recently adopted 
measures to raise interest rates do not have the desired 
effect because the margin of increase was too small, and 
that resuming a guarantee rate approach should be 
considered. 


4) Improving the programs and actions of government. 
5) Enforcing the collection of taxes. 


Symposium participants believed that inflation should 
be dealt with by relying mainly on economic measures, 
and that these measures should be carried out concur- 
rently with intensified efforts to reform the system. 
Only in this way can a favorable economic environ- 
ment be created in which inflation will be dealt with in 
fundamental ways. 


The symposium was jointly sponsored by the China 
Commercial Press Agency, the Central Institute of 
Money and Finance and the Beijing Develpment Econ- 
omists Advisory Center. The symposium was chaired by 
China Commercial Daily deputy editor-in-chief Wang 
Zuoyan [3769 0155 6050}. Present at the symposium 
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were specialists and representatives of concerned enter- 
prises and departments including Yu Guangyuan, Wu 
Jinglian, Yang Peixin, Yang Qixian, Xiao Zhuoji, Feng 
Lanrui [7458 5695 3843], Zhang Zhuoyuan, He Wei 
[0149 0251}, Xiao Liang [2556 0081], Feng Jiaju [7456 
1367 7467], Song Yangyan [1345 7402 8827], He Kuang 
[0149 0562], Dai Genyou [2071 2704 2589], Tang 
Zongkun [0781 1350 3540}, Wei Jie and others totalling 
some 80 people. 


Economist Wei Jie on Current Economic 
Problems 


93CE0682A Beijing JINGJI RIBAO in Chinese 
18 Jun 93 p 7 


[Article by Wei Jie: “How To Understand Current 
Economic Probiems”] 


[Text] It Is Necessary To Understand Current Economic 
Problems With a Scientific Approach 


Since Comrade Deng Xiaoping gave important talks 
during his South China tour, China’s rapid growth in its 
national economy has attracted worldwide attention. 
The national strength and people’s income have also 
increased in China. The whole society remains stabi- 
lized. Remarkable developments have been made in 
building the national economy and developing the infra- 
structure. Particularly great progress has been made in 
opening to the outside world. Naturally, while China's 
national economy is rapidly developing, there indeed 
exist some problems. We must admit this point. We need 
to study today’s economic problems with a scientific 
approach. The so-called scientific approach means: 


1. We must reztlistically and correctly understand 
today’s economic problems. We should not grossly 
exaggerate these problems. In particular, we should not 
use the current problems to negate China’s tremendous 
achievements in economic development, which we 
have scoréd since last year. It is incorrect if we lose 
sight of the problems. It is even worse if we use the 
existing problems to negate our achievements. Our 
current economic problems are only problems in the 
course of advancement and development. Our achieve- 
ments are much more important. 


2. We must correctly understand the reasons for 
today’s economic problems. We should not regard all 
these problems as the result of the market economy 
and negate those reform measures aimed at developing 
china’s socialist market economy. Today’s economic 
problems in China are absolutely not created by our 
practice in carrying out reform and promoting the 
system of market economy. They are created simply 
because we have not made enough efforts in reforming 
and developing our market economy. We should not 
attribute our current economic problems to our prac- 
tice in carrying out reform and promoting market 
economy. All viewpoints to use today’s economic prob- 
lems to negate the reform program and the system of 
market economy fail to hold water. 











JPRS-CAR-93-064 
1 September 1993 


3. We must clearly understand what our current major 
economic problems are. Under no circumstances should 
we regard minor problems as major problems. If we are 
not so clear what our major existing economic problems 
are, the measures taken to solve these problems will be 
useless. They would even create new problems which 
would harm China’s economic development. Some com- 
rades believe that China’s existing major economic prob- 
lems are excessive issuance of currency, exceedingly 
large investments and serious local decentralism. These 
problems truly exist. However, these problems are only 
superficial. They are problems of operating stratum. The 
fundamental problems are problems in various systems. 
China’s major systems such as the economic system 
based on state enterprises, the banking system and the 
financial and taxation system have not been completely 
reformed. They remain incompatible with the principle 
of the socialist market economy. They even have con- 
flicts with such a principle. It is precisely for this reason 
that economic problems of operating stratum such as 
excessive issuance of currency and exceedingly large 
investments have cropped up in China. Therefore, if we 
only quicken the pace in reforming the economic struc- 
ture, and pay attention to dealing with problems of 
operating stratum such as tightening up the money 
supply without tackling the basic issues, China could 
suffer undeserved economic losses, and it would be 
unable to solve the problems of operating stratum. From 
this, ve can realize that the most vital economic problem 
in China today is a system problem. We should pay full 
attention to the system problem in order to understand 
and solve problems. 


It Is Impossible To Adopt Traditional Measures To 
Solve Current Economic Problems 


On the surface, some of today’s economic problems in 
China are quite similar to those in 1988. Actually. there 
are major differences. Here, we take currency inflation as 
an example. 


On the issue of currency, there seem to exist two seem- 
ingly contradictory phenomena in our economic activi- 
ties. On the one hand, there seems to be excessive 
currency on the market—a sign of serious inflation. This 
kind of situation prevails on the real estate, stock and 
futures markets. Prices remain high in these fields. Prices 
of rolled steel which is closely related with real estate 
business and foreign exchange price parity are particu- 
larly higher. On the other hand, money is tight in other 
fields of production. There is always a shortage of funds, 
while the interest rate for loans continues to rise. Some 
of the rates for loans even exceed 20 percent. These two 
contradictory situations show that right now we cannot 
say in general terms whether there is too much or not 
enough currency on the market. If it is said that there is 
an inflation right now, why money is so tight in other 
regular realms of production. If it is said that there is not 
enough currency on the market, then why there is more 
than enough money in the real estate and foreign 
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exchange markets? From this we can realize that it is 
impossible to use the general theory of inflation to solve 
today’s inflation problem. 


Currently, China’s system in dealing with real estate 
and foreign exchange is extremely unsound. It is highly 
speculative. The excessive supply of currency in the 
real estate and foreign exchange market represents an 
issue of inflation of a speculative nature, while the 
shortage of funds in regular realms of production is 
actually an issue of money deficit. Therefore, inflation 
of a speculative nature and money deficit for regular 
production co-exist in China. That means it is impos- 
sible to epitomize today’s currency problem with gen- 
eral inflationary terms. 


Why does the currency situation described above appear 
in China? It is mainly because China’s currency has not 
totally entered the regular realms of production after it is 
issued. A considerably large portion of the currency has 
entered other realms such as real estate and foreign 
exchange markets which are structurally unsound and 
highly speculative. In these realms, this portion of cur- 
rency has already reached a considerable amount of free 
funds which recklessly invade various highly speculative 
realms. As a result, prices in such highly speculative 
realms remain high at all times, and speculation in these 
realms becomes even wilder. It is precisely because a 
considerable amount of currency has entered highly 
speculative realms that the regular realms of production 
are unable to attract the funds they need, and money has 
become extremely tight there. In addition, induced by 
the large profit margin in the highly speculative realms, 
funds originally in the regular realms of production also 
flow into the highly speculative realms. This has rade 
the supply of currency even tighter in the regular realm 
of production where money is originally in short supply. 


Fundamentally speaking, the root cause for the exist- 
ence of free funds is an issue of systems, particularly 
the banking system. It is impossible for the state to rely 
on its deflation policy to control these free funds. If the 
state follows a deflation policy, it will make these free 
funds run out of control. The money supply in the 
regular realms of production will be greatly curtailed, 
making the money supply even tighter. Under this 
situation, money in the highly speculative realms will 
flow to the regular realms of production in the form of 
high interests, and make the latter to attract more 
money with high interest when they need money 
desperately. When it is difficult for them to absorb the 
high interests themselves, they will pass it on to the 
consumers in a form of cost. Thus, cost-motivated 
inflation will prevail in the society. Therefore, a simple 
deflation policy will not solve the problem. 


The only way out is to strictly control the free funds in 
highly speculative realms and deepen the reform of the 
banking system. To strictly control the free funds in 
highly speculative realms, efforts must be made to 
improve the system in real estate and foreign exchange 
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markets, and thoroughly restrict irregular and specula- 
tive businesses. Meanwhile, efforts must be made to let 
the state reap the high profits in highly speculative 
realms by levying heavy taxes. The main forms in 
quickening the pace in reforming the banking system are 
as follows: 


1) It is necessary to completely separate currency regu- 
tation from money trade. The central bank is not allowed 
to interfere in the work of money trade in any form. Nor 
should various specialized banks engage in highly spec- 
ulative economic activities. We must give strict guidance 
to various specialized banks and specify the scope of 
their business in money trade. Under ordinary condi- 
tions, it is normal for a specialized bank to work with any 
business enterprises in real estate business. However, 
this practice must stop when the system is unsound. 


2) It is necessary to accelerate the reform of the interest 
mechanism, and put the dual interest rate system to an 
end as soon as possible. The dual interest rate system will 
inevitably bring about abnormal flow of funds, causing 
an increase of money supply in highly speculative realms 
and the tight money situation in the regular realms of 
production. Particularly the dual interest rate system will 
give rise to the loss of state properties and more corrup- 
tion. Therefore, efforts must be made to change the dual 
interest rate system to a single market interest system as 
soon as possible. Some people are worried that turning 
the dual interest rate system into a single market interest 
system would increase the burden on enterprises. This 
kind of view is actually incorrect, because right now 
most of the enterprises are paying the market interest. 
Not too many enterprises are paying interest at the 
state-fixed rate for their loans. From this, we can see that 
time has already arrived to liberalize the interest rate. 


Only Wey To Solve Current Economic Problems Is To 
Deepen Reform 


The root cause for some of today’s economic problems is 
that not enough efforts are being made in deepening the 
reform. China has made great progress in carrying out 
reform since the beginning of 1992. However, there is 
not much real progress. This situation is mainly mani- 
fested in the following two areas: 


1) Not much real progress is made in the relation 
between reform and development. Efforts made in 
development actually exceeded that made in reform 
since last year. There is enthusiasm in promoting devel- 
opment, but there is not enough enthusiasm in carrying 
out the reform. Also, development is mainly reflected by 
increasing investments. As a result, development has 
been made with a high speed but economic efficiency 
remains low, causing a shortage of material supplies and 
a chaotic economic order. China’s rapid growth from 
1992 to the present time is achieved mainly by relying on 
the growth of investments, not by deepening reform and 
increasing economic efficiency. Under an irrational 
system, an excessive high growth rate cannot be main- 
tained over a protracted period of time. Nor is it possible 
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to create good economic results. Therefore, only by 
promoting developments on the basis of the reform 
program will it be possible to ensure that China’s 
national economy be raised to a new level. To promote 
development without carrying out reform or to promote 
development faster than reform is not a good practice. It 
will only make China’s economy go through drastic 
fluctuations. We must always keep this experience and 
this lesson in mind. 


2) Efforts by all departments concerned are not well- 
balanced in the course of carrying out reform. Almost 
no real progress has been made on tackling major 
issues in speeding up reform. Things that should be 
reformed are not. For example, not much has been 
done in reforming systems such as the economic 
system based on state-owned enterprises, the banking 
system, the financial and taxation system, etc. On the 
other hand, rapid progress has been made in carrying 
out reform in other areas, causing bustle and excite- 
ment in real estate, futures markets, and in develop- 
ment zones. To carry out economic structural reform, 
China must fulfill the following tasks: 


First, we must add something which is not now included 
in the system. That is, adding new component parts to 
the system, such as the real estate market, the foreign 
exchange market, and the futures market. 


Second, we must reform the original system so that it will 
meet the requirements of the market economy. For 
example, we must reform the economic system based on 
state-owned enterprises and the banking system. 


Both tasks are important. However, as seen from the 
current situation, the task of reforming the original 
system is even more important. If we only continue to 
add new component parts onto the original system 
without reforming the system itself, we would not only 
create conflicts within the system, but would also injure 
the newly added component parts, creating disorder in 
our national economy. Therefore, in the course of 
reforming the old system and adding new component 
parts, we should exert even more effort to reform the old 
system, and try to add new component parts to form a 
new system on the basis of the old one. 


The aforementioned analysis indicates that the only way 
to solve today’s economic problems in China is tc 
improve reform. In particular, efforts must be made to 
reform major systems such as the economic system 
based on state-owned enterprises, the banking system, 
and the financial and taxation system. It is impossible to 
ensure an orderly development of our national economy 
if we do not truly reform these systems. Therefore, in the 
course of solving today’s economic problems, we should 
not pay attention to problems of economic operating 
stratum alone, such as the money problem. We should 
pay more attention to improving reform. When we 
encounter some of these economic problems, we should 
not concentrate our efforts in solving them by adminis- 
trative measures only, while we slacken our efforts in 
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carrying out reform. The practice of improving the 
environment first and then improving reform is inap- 
propriate under the present situation. Any measure to 
suspend reform in any particular field right now will 
adversely affect political, economic, and social stability. 
The only way out is to solve the structural problem by 
improving reform, and solve these problems of eco- 
nomic operating stratum by carrying out structural 
reform. 


PROVINCIAL 


Guangzhou City Real Estate Market Update 


93CE0652A Hong Kong CHING-CHI TAO-PAO 
[ECONOMIC REPORTER] in Chinese 
No 20, 24 May 93 pp 28, 29 


[Article by staff reporter Yang Ai-i (2799 7224 0308): 
“Development of Guangzhou City’s Construction, Real 
Estate Sectors”’] 


[Text] Sino-Hong Kong economic cooperation is now 
spreading out to many sectors. Besides the traditional 
cooperation sectors of taverns and industry, in the recent 
one or two years more and more Hong Kong busi- 
nessmen have cooperated and participated in the com- 
mercial and real estate sectors, and there is increased 
interest among urban residents of Hong Kong in buying 
and selling buildings and houses on the mainland. 


Lat Wednesday the Chingtao Enterprise Group and 
Guangzhou City’s Real Estate Agent Company held a 
“report meeting on the main policies and measures for 
development of Guangzhou City’s real estate.” Shi 
Anhai [4258 1344 3189], vice mayor of Guangzhou, and 
the principal officials of Guangzhou City’s Real Estate 
Management Bureau, Land Bureau, and Urban Planning 
Bureau were invited to give briefings on Guangzhou 
City’s urban construction, development and manage- 
ment of real estate, laws and regulations, land selling, 
prices, main tax rates for investment in real estate, etc. 
After the report meeting there were consultations in 
which officials of the Real Estate Management Bureau 
and Land Bureau answered questions of concern to the 
audience. What this reporter saw in the meeting place 
was that those attending the meeting were highly inter- 
ested in obtaining an understanding of issues pertaining 
to real estate development in Guangzhou City, especially 
how to handle deeds, how to effectively guarantee the 
legitimate rights and interests of real estate investors, 
what would be the problems in transferring the posses- 
sion of buildings and furnishings, how to take part in 
agent and professional management of Guangzhou 
City’s real estate, what qualifications are needed to be a 
real estate agent or broker in Guangzhou City, the 
mortgages on buildings and houses in the interior, etc. 
The atmosphere at the meeting place was lively. 
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Goals, Lines of Thought on Guangzhou City’s Urban 
Construction 


At the meeting Vice Mayor Shi Anhai gave a briefing on 
the main lines of thought on, and the key goals of, 
Guangzhou City’s urban construction. Guangzhou City 
will take about 15 years to achieve the main goals of 
making it a modernized, great metropolis: the average 
annual increase in the econmic development rate will be 
about 13 percent; by 2005 the Domestic National 
Product (DNP) will reach $119.5 billion; the structural 
ratio of the the three levels of industry—primary, sec- 
ondary, ard tertiary—will develop from 6.43:47.1:46.47 
to 2.1:37.9:60; the total value of exports will be $13 
billion; and $4 billion in foreign capital will be utilized. 
The specific lines of thought are: 1) Build a high-speed 
operational urban system, of which the building of a 
modernized transportation and communication system 
is even more of a core project in Guangzhou’s urban 
construction, and will, as quickly as possible, make the 
transition to an urban transportation system in which a 
subway and surface public transportation is made pri- 
mary; as quickly as possible build a round-the-city high- 
speed highway to the Zhujiang Delta and to other cities; 
and as quickly as possible build a high-speed railway 
from Guangzhou to Shenzhen. 2) On the basis of main- 
taining the original city plan unchanged, the focus wi!l be 
put on the southeastern part, mainly centering on the 
Tianhe new high-technology industrial zone, the Guang- 
zhou economic and technological development zone, 
and the Guangzhou bonded zone and the Nansha devel- 
opment zone. 3) Enhance enviromental protection and 
strengthen ecological balance safeguards, gradually build 
a modernized, large city sewage drainage system and 
rubbish disposal system, set up an environment- 
monitoring network, and in the city proper make the 
greenification cover rate more than 35 percent. 


Focus of Development Put on Tianhe’s New Zhujiang 
City Center 


Dai Feng [2071 6646], director of Guangzhou City’s 
Urban Planning Bureau, gave a further briefing on 
Guangzhou City’s urban planning and planning manage- 
ment. He said that, in line with the principle of 
adjusting, replenishing, and deepening the overail plan 
for the city, and combining the situation with the 
demand for vigorous development of real estate, Guang- 
zhou City in the near term will develop the new city 
centers of Zhujiang, Hongsha, and other real estate 
developments. The new Zhujiang City Center will be 
located at the southern part of the Tianhe Sports Center. 
Bounded on the east by Guangzhou Road, on the west by 
the planned Huanan Road, on the south by Huangpu 
Road, and on the north by the Zhu Jiang [Peari River], it 
will have a total area of 6.3 square kilometers. The 
concept behind the planning and design of the entire new 
city center is to create a new image for central cities in 
the South China region, and to create conditions for the 
rational formulation of a land-use plan. In accordance 
with the plan, there will be set up in the central area 
financial, commercial, conference, administration and 








18 ECONOMIC 


management, and recreation centers. Development and 
construction of the new Zhujiang City Center will, 
through use of land compensation, and in the method of 
inviting tenders and submitting tenders, attract foreign 
capital through many channels in order to carry out 4 
comprehensive development. 


How To Apply for Construction-Use Land and Initiate 
Projects 


Dai Feng also ciscussed urban planning management, 
specifically the management of the plan for construction- 
use land and the management of the plan for construc- 
tion projects. In 1983 Guangzhou City, with regard to its 
construction-use land, stopped the tranfer of odd pieces 
of land arid put into practice the “six unified’s” compre- 
hensive development, i.e., unified planning, unified 
requirements, unified designs, unified construction, uni- 
fied formation of complete sets, and unified manage- 
ment. All those who apply to Guangzhou City for con- 
struction-use land riust bring the relevant documents 
and investment endorsement for the relevant construc- 
tion project, the report on the site selected for land use, 
the attached site diagrammatic maps, and the applica- 
tion form for the site selected for land-use construction 
to the city’s Planning Bureau, to which it then makes the 
application. In line with the demands of the city’s plan, 
the city Planning Bureau then appraises and decides the 
specific place, boundaries, and area of the land used for 
the construction, and the contents of the plan’s design 
and the ancillary demands of public construction; after 
which it issues a “land-use construction plan permit.” 


Management of an urban construction project plan 
includes building management, road management, pipe- 
line management, examination and approval of the 
design and blueprint, laying of lines and examination of 
lines, and checking on and issuing the construction 
project plan. When a construction unit applies for a 
building project report, it needs to submit the relevant 
documents to the Planning Bureau and make an appli- 
cation for the plan design conditions or the building 
design main points. Afterward the unit can design the 
building and then, with the building design and relevant 
blueprint, as well as other materials, submit a construc- 
tion report to the Planning Bureau; for a building project 
of more than 10 levels, it is required that the design plan, 
the internal design, and a model be sent in for pre- 
examination. After the construction report is examined 
and revised, the Planning Bureau will issue a “construc- 
tion project report permit,” and the construction unit 
can carry out preconstruction preparations and line 
laying at the building site. After the original examination 
and approval department on-the-spot multiple track 
certifies it as qualified, the bureau will issue a “construc- 
tion project plan permit.” The statutory time for Guang- 
zhou City to examine and approve the construction 
report is two months, but if the data is already prepared, 
in general the approval can be given within 45 days. In 
all cases in which in which a “construction-use land plan 
permit” has not yet been obtained, or a “construction 
project plan permit” has not yet been obtained, a project 
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that requires the use of land and that is under construc- 
tion is an illegal use of land and an illegal construction. 
In accordance with law, the city’s Planning Bureau will 
deal with illegal construction by imposing fines, confis- 
cating, or dismantling. 


The Way for Foreign Businessmen To Obtain Land-Use 
Rights 


Huang Kaiwen [7806 7030 2429], director of the Real 
Estate Office in Guangzhou City’s Land Bureau, gave a 
briefing on the legal guarantees for selling and transfer- 
ring the possession of land, real estate development, 
and importation of foreign capital in Guangzhou City. 
Originally, based on China’s relevant stipulations, the 
year limits for selling land-use rights were: residential 
land use, 70 years; commercial, tourism, and recre- 
ational land use, 40 years; and industrial, cultural and 
educational, and other land use, 50 years. The 
approved limits of authority for selling state-owned 
land-use rights were: cultivated land, over 1,000 mu; 
other land, over 2,000—both with State Council 
approval. The county-level people’s government gave 
approval for cultivated land under three mu and other 
land under 10 mu. The Standing Committee of the 
Guangdong Provincial Seventh National People’s Con- 
gress (NPC) has repromulgated the provisions of the 
“Measures for Implementation of Land Management 
in Guangdong Province”: the people’s government of a 
city directly under the province approves the requisi- 
tion, transfer, or sale of cultivated land under 50 mu 
and other land under 100 mu; the people’s governments 
of Guangzhou City and Shenzhen City gives approval 
for cultivated land under 500 mu and for other land 
under 1,000 mu. Guangzhou City also planned for 
paying the rise-in-value fees for land transfer: for a rise 
in value of less than 100 percent, 15 percent of the rise 
is to be collected; for a rise in value of 100 to 200 
percent, 30 percent of the rise is to be collected; for a 
rise in value of 201 to 300 percent, 40 percent of the rise 
is to be collected; and for an rise in value of over 300 
percent, 50 percent of the rise is to be collected. 


The way for a foreign businessman in Guangzhou City to 
obtain land-use rights is: |) When the government 
invites tenders for or auctions off land-use rights, and a 
foreign-capitalized company wins the bid, the foreign 
businessman can start the business as his sole venture. 2) 
When the foreign-capitalized company and Guangzhou 
City cooperate in winning the bids for starting a com- 
pany that is qualified to initiate business, they will form 
a project-cooperation comnpany to initiate the business. 
3) Companies within the city that have obtained land 
will cooperate in initiating business. 4) With the govern- 
ment’s approval, by obtaining the historical land use 
either by the tranfer of land in the old city districts or 
from a unit within the city, and, after going through the 
examination and approval procedures and paying an 
additional land price, the foreign businessmen can, 
either with his own capital or with the cooperation of a 
company within the city, initiate business. After a Sino- 
foreign enterprise obtains the land-use rights, it must, 
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within the time stipulated by the contradct (at the 
longest not to exceed two years) begin construction; if the 
time limit is exceeded and an investment is made, the 
government has the right to take back the land-use rights. 


Land Prices in Guangzhou City Are in the Medium 


Liu Tiexun [0491 6993 3169], deputy director of the 
Real Estate Management Office in Guangzhou City’s 
Land Bureau, discussed the main taxes and fees con- 
nected with land prices and real estate investment. The 
relevant standards for land prices in Guangzhou City 
are: the standard price for commercial, financial, 
tourism, and recreational land is 1,800 yuan per square 
meter of building area; for land used for industry and 
storage it is 500 yuan per square meter; and for residen- 
tial land it is 280 yuan per square meter of building area. 
The “Computational Standards” for land prices now 
being tried out by Guangzhou City do not look high from 
the angle of the land price range in other large cities in 
China; even compared to cities in which the opening up 
to the outside world was fairly ea:ly and with cities that 
are fairly developed, Guangzhou is in the middle range 
among cities of its type and is in a lower range than 
Shanghai, Beijing, and Shenzhen. 


Because the business operations of Sino-foreign joint 
venture enterprises, Sino-foreign contractual joint ven- 
ture enterprises, and foreign-capitalized real estate enter- 
prises in Guangzhou City involve quite a few depart- 
ments, there are a large number of items on which taxes 
and fees are collected. But, lumping them together, the 
taxes and fees that should be paid, in toto, are certainly 
not very high. Besides the industrial-commercial unified 
t’~ and the income taxes (enterprise income tax and 
local income tax), which, according to regulations should 
be paid, the main taxes and fees that must be paid are: 1) 
commodity building business tax (tax rate calculated as 5 
percent of selling price); 2) city government construction 
fee (fee rate calculated as 5 percent of the land-use 
construction project fee); 3) city construction safeguard 
fee (tax rate calculated as 7 percent of the business tax); 
4) city educational facility supplementary fee (fee rate 
calculated as 5 percent of the total investment); 5) civil 
air defense construction fee (overail construction partic- 
ipants are to arrange the amount of this fee with the civil 
air defense office); 6) comprehensive development man- 
agement fee (calculated as 10 percent of the income from 
a development company’s management of land and 
commodity buildings); 7) cultivated land reclamation 
and recovery fund (if it is a case in which the state 
encourages investment and gives special preference to 
Sino-foreign joint venture and contractual joint venture 
projects or to foreign businessmen’s sole venture projects 
that occupy cultivated land, then, through investigation 
by the provincial land department and reports to the 
provincial people’s government for approval, there can 
be an exemption from the contribution to the cultivated 
land reclamation and recovery fund); 8) with regard to 
money for selling land-use rights (land prices), in the case 
of a foreign firm selling commodities and using land, a 
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standard fee if 30 percent of the land price in accordance 
with the various types of domestic land use is collected; 
9) land-use tax (in line with the “Temporary Provisions 
for Guangzhou City’s City and Town Land Classifica- 
tion and Applicability Tax Standards,” Guangzhou 
City’s land is divided into 10 grades—first grade 7 yuan, 
second grade 6 yuan, third grade 5 yuan, fourth grade 4 
yuan, fifth grade 3 yuan, sixth grade 2.5 yuan, seventh 
grade 2 yuan, eighth grade 1.5 yuan, ninth grade | yuan, 
and 10th grade 5 jiao. 


Because the interior real estate business is just beginning 
to develop, some policies and some laws and regulations 
are not yet perfected. Therefore, in the process of 
investing in real estate, the foreign businessman fears 
that he will encounter many problems and setbacks. 
However, precisely because it is just getting started, the 
real estate business has an enormous potential for appre- 
ciation, and I believe that an investor with vision will not 
let this good opportunity for investment go. 


FINANCE, BANKING 


Special Commentary on Establishing Standardized 
Securities Markets 


93CE0775B Beijing JINGJI CANKAO BAO in Chinese 
5 Jul 93 p 1 


[Commentary by staff reporter Ye Guiguang: “Establish 
Standardized Securities Markets in China”’] 


[Text] At the time when nine large- and medium-sized 
state-owned enterprises would shortly be listed on the 
Hong Kong market, the securities supervisory agencies 
of the hinterland and Hong Kong signed the Memo- 
randum on Supervisory Cooperation in Beijing on 19 
June. The supervisory agencies of the two areas affirm 
that they will follow all the relevant securities laws and 
regulations, disclose the information affecting investors 
in a complete, accurate, and timely manner, help each 
other investigate into cases of insider trading, market 
manipulation and other fraud activities, and impose 
sanctions on the perpetrators. This is a day worth 
recording in the securities development history of China. 


Exercising strict supervision in order to have a fair, 
orderly, and standardized market, has been an impor- 
tant reason why Hong Kong’s securities industry can 
develop rapidly. The stock markets in the hinterland, 
as newly emerging markets in a developing country, 
can learn a great deal from Hong Kong in terms of 
enhancing supervision. 


Currently, in Hong Kong there are over 400 listed 
companies, which are worth a total of approximately 
HK$1,500 billion in terms of their market value. The 
Hong Kong market is one of the largest in Asia in terms 
of the market value of the stocks involved, and is also 
one of the most active stock markets in the world. In 
1992, while the major stock markets in the Western 
world performed in an unimpressive manner, the Hong 
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Kong stock market became the only bright spot; the total 
volume of transaction for the year reached HK$700.5 
billion, representing the doubling of the volume for 
1991. The funds gathered on the market totaled over 
HK$70 billion, which was a new historical record. The 
stock price level rose by nearly 30 percent. The booming 
of the Hong Kong stock market is surely due to such 
basic economic factors as the reform and opening up of 
the hinterland and the good performance of the Hong 
Kong economy; nevertheless, it is the fully developed 
supervision that has ensured investors’ confidence. 
European and U.S. capital and other foreign capital now 
account for approximately 30-40 percent of the capital 
put in the Hong Kong stock market. 


What can we learn from Hong Kong in regard to building 
standardized securities markets in the hinterland? This 
reporter has worked in Hong Kong for a period of time, 
and interviewed some well-known local securities 
experts. A roundup of their views contains the following 
several main points: 


First, formulate complete laws and regulations. After 
about 100 years of augmentation and revision in the 
process of practice, Hong Kong’s stock market laws and 
regulations are now rather complete. Those laws are very 
specific, clear, and workable. The relevant laws and 
regulations—including the Securities Statute, the Secu- 
rities and Futures Supervisory Commission Statute, the 
Investor Protection Statute, the Securities (Open Rights 
and Interests) Statute, the Securities (Insider Trading) 
Statute, the Rules on Securities Exchanges, and the Rules 
on the Listing of Securities—impose strict standards on 
the market and provide for strict supervision of the 
market, prohibiting the making of a market and pro- 
viding for the suppression of artificially pressing down or 
pushing up prices as well as illegal, dishonest, and 
irregular trading practices. The listed companies, 
exchanges, dealers, and ordinary stockholders all have 
laws by which to abide. Large fines or even prison 
sentences can be imposed on those who have violated the 
law. The stock markets in the hinterland are in the 
beginning stage. Some of the relevant laws and regula- 
tions are yet to be promulgated, and some of those 
promulgated still need to be further perfected. The 
legislative work should be enhanced immediately. In 
formulating stock market laws and regulations, the hin- 
terland can consult Hong Kong’s legislative experience. 


Second, establish effective supervisory agencies. Hong 
Kong’s highest-level lav’ enforcement office in charge of 
the securities industry is the Securities and Futures 
Supervisory Commission (SFSC) which is mainly com- 
posed of professionals such as lawyers and accountants. 
Although it is a semiofficial agency, it is very powerful, 
and enjoys undisputed supervisory authority. In 1992, it 
investigated and made charges against over 40 unli- 
censed dealers, and suspended three listed companies. 
The total market value of the stocks of one of the 
suspended companies, the Lienhe group controlled by 
the Asian Australian businessman Li Mingchih, and the 
10 connected companies exceeded HK$7.3 billion, and 
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investigation expenditures totalled HK$41 million. The 
United Exchange is responsible for the front-line super- 
vision of the Hong Kong stock market. It exercises 
supervision over such things as the conduct of the listed 
companies and member dealers and specific trading 
activities on the market. Under the strict and effective 
supervision of the SFSC and the United Exchange, it is 
not easy for anyone to try any tricks in stock trading. In 
the hinterland, the system of stock market supervision 
has been established in a preliminary manner. The 
situations in the two areas are different and the institu- 
tional arrangements and operating modes of the agencies 
of the two areas are also different; but, we can learn from 
Hong Kong's successful practices relating to establishing 
the market supervisory agencies’ authority and specific 
supervisory methods. 


Third, give play to the intermediaries’ role as “economic 
police.” In Hong Kong, commercial banks are the chief 
designers (also called guarantors) in regard to the listing 
of companies. They are responsible for rearranging the 
listed companies’ business operations, so that they can 
meet the requirements set by the exchange on listed 
companies. Then they coordinate the work of lawyers, 
accountants, and underwriters, thereby providing a 
whole set of services relating to the listing of companies. 
The accountants will examine the performance of the 
listed companies over a period of at least three years in 
accordance with internationally recognized accounting 
standards, and put forward financial reports and com- 
pany profit forecasts. The lawyers would provide legal 
advice on the documents used in the process of getting 
the companies listed as well as various important con- 
tracts. The commercial banks, law firms, and accoun- 
tants would all exercise self-restraint based on their 
professional ethics, and conduct their work extremely 
carefully. If there should be errors, they would have to 
assume unlimited liability, and can even go bankrupt in 
serious cases. Their outstanding work ensures the quality 
of the listed companies, and thus they are called “unpaid 
police” of the stock market. There are very few interme- 
diaries serving the securities industry in the hinterland, 
and the competence of the intermediaries need to be 
improved. Some intermediaries would accept money but 
do not perform their supervisory obligations. Such a 
situation cannot be tolerated. Presently, it is necessary to 
further develop intermediaries—including accounting 
firms, law firms, and credit evaluation institutions— 
which provide services relating to the listing of compa- 
nies, and it is necessary to improve the professional 
competence of intermediaries, and to ensure that they 
act strictly in accordance with professional ethics, so that 
they can truly play the role of “economic police.” 


As a product of market economy in its mature stage, the 
Hong Kong stock market has played an important role in 
promoting the economic development of Hong Kong. It 
is not perfect, but has a development history of about 
100 years. Thus it performs satisfactorily in terms of 
such work as supervision. “There are other mountains 
where stones are good for working jade.”’ Learning from 
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Hong Kong’s successful experience, and creating a super- 
visory system with hinterland characteristics on the basis 
of consideration of the actual situation in the hinterland 
will be very helpful to accelerating the establishment of 
standardized securities markets in the hinterland. 


National Debts, Facts, Trend Analysis 


93CE0715A Beijing CAIMAO JINGJI [FINANCE 
AND TRADE ECONOMICS] in Chinese No 5, 
11 May 93 pp 23-27, 15 


[Article by Zhu Boming (2612 2672 6900), Department 
of Economics, Hangzhou University: “China’s National 
Debt Burden: An Analysis of the Facts and a Forecast of 
the Trend” Responsible editor: Wang Lianjun (3769 
1670 0689)} 


[Text] In the history of China’s national debt, 1990 has 
been an unusual year; amortization and interest expen- 
diture for the national debt rose steeply during that 
year from the 7.24 billion yuan of the preceding year to 
38.19 billion yuan.' Their share in the fiscal expendi- 
ture also abruptly rose from 2.4 to 11.2 percent. As we 
are talking here of a country in which fiscal income 
accounts for not quite 25 percent of the national 
income, and which has been in the red continuously for 
over ten years, somewhat over 38 billion yuan in debt 
service charges amount to a pressing burden. It is also 
precisely from this year on that people have been more 
and more asking about what the future strategy is to be 
with regard to the national debt, and what scope of 
national debt could justifiably be maintained. This 
author believes that a true answer to these questions 
requires a full understanding of the past, present, and 
future of China’s national debt, and the present article 
will indeed try to analyze and explore this issue. 


1. Explanations and Agreed Facts 


1) National debt in this article comprises the state's 
internal as well as external debts. Theoretically, they are 
referred to separately as the government's debts taken on 
domestically and the government's debts taken on 
abroad. However, since in case of Chinese foreign debts, 
the entity borrowing the money, the entity using the 
money, and the entity repaying the debt are not com- 
pletely identical, we can only define national debt here 
distinctly as: domestic bonds issued directly by the 
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government (to be repaid by public finance) and bonds 
issued abroad for which the government accepts direct 
responsibility for repayment (some bonds issued abroad 
are funds borrowed by the government, but not neces- 
sarily to be repaid by the government). In addition, 
funds borrowed by public finance from banks are also to 
be regarded as domestic debts. 


2) The present article examines only national debts 
underwritten by the government, and does not concern 
itself with national indebtedness underwritten by enter- 
prises or citizens. Because all interest and amortization 
expenditure for domestic and foreign debts are included 
in the state budget, and because there are no separate tax 
funds or accumulations for repayment of debts, the data 
are insufficient for a quantitative analysis of transfers 
and incidences of the national debt burden. 


3) The national debt burden may be divided into a 
repayment burden and an economic burden. It is 
generally assumed that the former is the liability to 
repay capital and pay interests, as determined by the 
issue amount, the duration of the loan, and the interest 
rate, and that the latter is the extent to which the 
repayment of the debt creates a net loss for society's 
material wealth or causes a decline in the nation’s 
living standard. Because of statistical and computing 
difficulties, the present article will analyze only the 
repayment burden of the national debt and leave the 
question of economic burden open. 


2. Analysis of the Actual National Debt Burden During 
the 1980's 


During the 1950's, China had internal and external 
debts, but starting from 1959, under the influence of the 
erroneous “Leftist” ideology, of the split in Sino-Russian 
relations, and of the Western economic blockade, China 
did not issue any further domestic bonds, and also did 
not borrow money abroad, becoming the world’s first 
“country without debts.” After the 3d Plenary Session of 
the 11th CPC Central Committee, things changed very 
much, compared with the 1950's, with regard to the 
amount, forms, procedures, and scope of internal debts 
or external debts. National borrowing, which had been 
interrupted for over 20 years, burst forth with new viger. 
Table i shows receipts from government loans from 
1979 to 1989: 





Table 1: Receipts From Government Loans in the 1980's 





Unit: RMB100 million yuan 


















































Year 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 
Internal | 35.3 43.0 73.1 40.0 37.8 34.8 29.2 $7.7 106.5 | 1386 | 1342 
Borrowing} 

External | 48.7 43.8 41.6 42.5 60.6 62.5 63.1 92.2 | 140.1 
Total =| 35.3 43.0 121.8 83.8 79.4 77.3 89.8 138.2 169.6 | 2308 | 2743 





Note: External borrowing and internal borrowing was resumed in 1979 and 1981, respectively. 





Source: Chinese Government Financial Statistics, 1950-1988, and the report on the execution of the 1980 budget. 
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With the end of 1989, China’s internal and external 
debts had reached 59.51 billion yuan and 74.83 billion 
yuan, respectively. How much of a burdensome pressure 
is this kind of an indebtedness for the government? We 
shall examine this from two angles, from the angle of the 
debt redemption ratio and from the angle of security. 


1) Viewed under the aspect of debt redemption ratio: 


To arrive at indices for the burden of national debt, we 
can use either “the ratio of aggregate national debt to 
financial expenditure,” or “the proportion of the 
national debt balance in the gross national product,” 
but the most convincing is the “debt redemption ratio” 
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index, namely “the ratio of the year’s interest and 
amortization expenditure in that year’s financial expen- 
diture. Because the ratio of debt redemption as an 
index reflects the fiscal repayments of debts and the 
ratio to general, nondebt-related expenditure. On the 
premise of a fixed total fiscal income, the higher the 
ratio of debt redemption, the lesser would be fiscal 
expenditure on national defense, administration, and 
on cultural and educational affairs of the society, which 
is to say that the burden on the state’s finances would be 
heavy, while in the opposite case, if the ratio of debt 
redemption is low, it would show that the burden of 


debt repayments is light. 

































































Table 2: Debt Redemption During the 1980's 
Unit: RMB100 milliea 
Year 1980 1981 1982 1983 1984 
Amortization & interest expenditure for external debts 24.4 57.9 49.6 36.6 22.7 
Amortization & interest expenditure for internal debts 
Repayments to People’s Bank 4.2 5.0 6.0 6.0 6.2 
Year's fiscal expenditure 1212.7 1115.0 1153.3 1292.5 1546.4 
Redemption ratio (%) 2.4 5.6 48 3.3 1.9 
[Table 2 continued] 
1985 1986 1987 1985 1989 
32.6 34.5 $2.0 42.6 45.8 
8.0 23.2 28.4 19.3 
7.0 7.7 4.7 5.7 7.2 
1844.8 2330.8 2448.5 2706.6 3014.6 
2.1 2.2 3.3 2.8 2.4 




















Note: Amortization and interest payments for externa! and internal debts began in 1980 and 1986, respectively. 





Source: Same as above. The 1989 figure is from the China Statistical Yearbook 1990. 





Table 2 shows as particularity of the debt burden in the 
1980's: 


1) Apart from some special years, there is no great fluctuation 
in the national debt burden during these years; 2) a compar- 
atively light national debt burden; averaged out for these ten 
years, the redemption ratio is around 3 percent. 


It must be said that an annual average redemption 
ratio of 3 percent is low compared to other countries in 
the world. Available data indicate that the redemption 
ratios in some of the Western developed capitalist 
countries during the middle years of the 1980's were all 
above 7 percent, in some cases even above 10 percent. 
See table 3: 

















Table 3: 
Redemption Ratio in Five Western Countries 
Japan Britain France US. Ex-USSR 
Years 1975-1980 1984-1985 1984-1986 1985-1987 1985-1987 
ratio 8.8 69 9.1 6.9 11.5 
(%) 




















Source: Preseni State and Future Prospects of Japan's Public Finances, published by the Japanese Ministry of Finance. 





Of course, from the redemption ratio index alone it 
cannot be completely determined whether the debt 
burden is too heavy or too light, because the same 


amount that is used for the repayment of principal and 
payment of interest can be insignificant for one partic- 
ular country, but may constitute a debt crisis in the case 
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of another country. This can even be the case in one and 
the same country at different times of its history. The 
seeming mystery here is that there may be too large a 
difference between the quantitative levels of national 
debt in relation to repayment capabilities in various 
countries. 


For a better explanation of the national debt burden in 
the 1980's, it is necessary to additionally analyze the 
situation under the aspect of national debt security. 


2) Viewed under the aspect of national debt security: 


The crucial point wheter a certain country’s national 
debt burden at a certain time is a debt crisis for that 
country does not depend on the absolute figure of its 
national debt, but rather on the ratio of national debt to 
repayment capability. It is generally recognized that if 
the national debt burden is continuously for a number of 
years smalier than the repayment capability, the load of 
this national debt is a secure one, while if the national 
debt is continuously for a certain number of years equal 
to or larger than the repayment capability, the load of 
this national debt hzs reached the limit or has become 
too heavy, and that the country in question must adopt 
measures against a threatening crisis. Repayment capa- 
bility is the financial strength of a country’s national 
finances to repay all its national debts, principal as well 
as interest. Special attempts have been made by some to 
measure repayment capability; they have believe that, 
assuming there is a complete balance between total fiscal 
income and total fiscal expenditure, actual repayment 
capability of the national finance is: 
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Formula |: S, = (1-aXé T, + 6 D, + B,,, 


In this formula 5 T, is that year’s newly increased regular 
income (tax revenue, remittances of profits income, and 
other income), 5 D, is that year’s increased receipts from 
borrowing, B,., is amortization and interest e*.penditure 
in the preceding year, “a” is a fi Dek larger than zero but 
smaller than |, a" times (6T, +2D, + B,.,) indicated the 
increased proportion of the general expenditure used 
within that year’s repayment capability (i.e. the 
increased adminstrative expenditure, defense expendi- 
ture, expenditure for cultural and educational, scientific, 
and public health affairs).? 


Because formula | was set up on the premise of a balance 
between fiscal income and expenditure, and there had 
been basically a deficit in China’s finances in every year 
of the 1980's, it is necessary to first effect some adjust- 
ments in the scope of fiscal income, i.e., to take actual 
fiscal expenditure as a basis, and to add that financial 
strength that is to supplement the fiscal deficit to the 
original fiscal income. This kind of an adjustment has no 
influence on the effectiveness of formula 1, because 
according to Chinese custom the deficit resulting from 
the execution of the budget is not carried forward to the 
following year, but is made up by an overdraft (borrow- 
ing) from the central bank, by issuing bonds, or in some 
other form. This means that the actually effective 
income is larger than the one in the inning- 
of-the-year budget, therefore that portion of financial 
strength used to make up for the fiscal deficit can still be 
regarded as newly increased fiscal income, there being no 
essential difference from 5 T, and 5 D,. Table 4 shows 
repayment capability computed according to formula | 
after adjustments to the scope of fiscal income: 





Table 4: Repayment Capability in the 1980's; Unit: RMB100 million 



































Year Tetal Fiscal Newly lacreased General Genera Increase Repayment of Largest Debt 
[ome Fiscal Imcome Expenditures in Expenses loans Paying Ability 
1980 1212.7 61.2 1184.1 “7.1 28.6 -61.5 
1981 1115.0 -97.7 1052.1 S| 62.9 -76.8 
1982 1153.3 38.3 1097.8 4.3 $5.5 96.8 
1983 1292.5 139.2 1250.0 13.9 42.5 167.6 
1984 1546.4 253.9 1517.5 21.4 28.9 233.0 
1985* 18448 298.4 1805.2 19.0 39.6 265.1 
1986 2330.8 486.0 2280.6 26.3 $0.2 387.4 
1987 2448.5 117.7 2368.6 3.9 79.9 161.4 
1988 2706.6 258.1 2629.8 11.0 76.8 300.8 
1989 014.6 308.0 2942.0 11.9 72.6 339.0 























*Having already deducted the 2.16 billion surplus of that year from the original fiscal income. Source: same as for table |. 
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— (in billion yuan) fiscal income are negative figures, which worked against 

a rise of repayment capability, but because general fiscal 

expenditure also shows negative growth, the result is that 

410} Repayment there is not too large a gap between national debt burden 

35} Ability and repayment capability. In 1987, because of a rather 

2 limited increase in new fiscal income, the curve for 

30 ¢ repayment capability suddenly dips down, but is still 

os 4 over 8 billion yuan higher than the repayment capability. 

- In the overall view, the national debt burden during 

20 > these ten years is well controlled within the limits of 

7 ; repayment capability, the national debt is a light load. 

st National This conclusion is identical with the above-stated result 
lO + Debt of the analysis. 

2 3. Prognosis for the National Debt Burden in the 1990's 
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(Source same as Table one) 





On the basis of tables 2 and 4 it is possible to draw up 
this graph showing the national debt burden and the 
repayment capability. From this graph it is easy to see 
that the curve for national debt burden is comparativety 
even, while the curve for repayment capability fluctuates 
widely. In 1980 and 1981, the figures for newly increased 


In view of the stimulating effect on economic develop- 
ments by the borrowing activities of the 1980's, and in 
view of the capital needs of the Eighth Five Year Plan 
and the 10-year plan, the volume of national debt may 
further expand in the 1990's. It is therefore of a certain 
actual significance to analyze the first three years and 
then also to forecast the trend for the remaining seven 
years. 


1) Analysis of the National Debt Burden 1990 to 1992. 


Table 5 shows receipts from fiscal borrowing and the 
state of the debt burden: 





Table 5: Receipts From Fiscal Borrowing and State of Debt Burden 1990 - 1992; Unit: RMB100 million 














Year Receipts Receipts Receipts Natioeal Barden of Burden of Repayment 
from fiscal from interna! from ded internal external capa dility ratio (%) 
borrowing borrowing external barden dedt debt 
borrowing 
1990 358.6 195.9 162.7 189.4 121.2 68.2 412.4 5.58 
1991 455.0 281.3 173.7 246.3 166 80.3 $25.2 6.49 
1992 586.3 380 206.3 430 346.5 83.5 $49.5 10.44 





























Note: (1) fiscal debt burden includes repayment of principal and interest to the People’s Bank; (2) repayment capability is again computed 


according to formula |. 





Source: Report on the Execution of the National Budget, and its budget figures for 1992. 





Obviously, the figures for receipts from fiscal borrowing 
and for debt redemptions in 1990-1992 are record-high 
ones. Even though the nationa! debt burden is controlled 
within safe limits, these three years must be called a peak 
period of national debt in the historical development of 
the national debt. The following are the three contrib- 
uting factors for the heavy load of the debt burden in 
these three years: 


(a) Increased repayments of fiscal debts, especially 
internal debts, that had become due during this period. 
Because of an irrational timing of the maturity of 
domestic government bonds, and the additional fact that 
after 1985 most redemption had to be effected in a 
one-time full payment, the result was that for most of the 


1980 domestic government bonds, principal and inter- 
ests, had to be paid during these three years. 


(b) Interest rates for maturing government bonds had been 
raised year after year, and this increased expenditure on 
this account. For the 1989, 1990 treasury bonds, for 
special government debentures, and for value-retaining 
bonds the interest rates were above 14 percent. 


(c) The effect of the moratorium on redemptions. In 
1989, the Ministry of Finance and the People’s F.ank of 
China decided that repayment of 1981-1984 bonds in 
unit ownership should be delayed three years; this also 
added to the repayment burden in 1992. 


2) Projection of the National Debt Burden 1993-1999 


For a more scientific projection it is necessary to first 
examine the maturity of the national internal debt 
during 1993 to 1997. 
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Table 6: Maturity of Domestic Bords 1993 - 1997 
Unit: RMB100 million yean 
Year Matering Bead Amount Term Annual Interest Principal Total 
1983 1984 Treasury Bonds 3.6 9 4 4.90 
1984 Treasury Bonds 44 9 x 7.57 
1990 Treasury Bonds 93 3 14 132.06 201.33 
1990 Value-Retaining Bonds 40.0 3 14 56.80 
1994 1989 Special Bonds $0 5 15 87.50 
1991 Treasury Bonds 199 3 10 258.70 346.20 
1995 1990 Special Bonds 45 5 1S 65.25 
1990 Bonds 70 5 10 105 440.10 
1992 Treasury Bonds 210 3 9.5 269.85 
1996 1991 Special Bonds 20 5 10 30 30 
1997 1992 Treasury Bonds 100 5 10.5 152.50 152.50 
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Source: computed and adjusted according to the annually published figures of domestic government bond issues. 





The table shows that the 1993 to 1995 burden of 
domestic government bonds is not light, but seems at 
first glance not heavy for the period from 1996 to 1997. 
However, in view of the 3-year maturity of the 1993, 
1994 issues of government bonds, the burden is indeed 
not light, because during the years 1993-1995, if a 
certain net bond income is to be maintained, there 
have to be issues of at least somewhat over 20 biliion 
yuan, 35 billion yuan, and 44 billicn yuan, respec- 
tively. 


To forecast the post-1993 national debt burden it is 
necessary to consider the above-stated factors, and then 
also to make the following assumptions: 


First, net income from domestic bonds will be maintained 
at around 5 billion yuan; second, terms of maturity and 
interest rates will be identical, namely three years and 10 
percent; Third, on maturity, the redemption will be by a 
one-time payment of principal and interest; fourth, the 
1992 budget figures will be basis for fiscal income and 
fiscal expenditure, with progressive annual increases of 12 
percent and 11 percent, respectively (which takes into 
consideration a gradual reduction of the deficit and 
achieving a balanced budget by the year 2000); fifth, the 
average annual amount of principal and interest due on 
external debts will be RMB1O billion yuan. 


Based on objective circumstances and these assump- 
tions, we may draw up a table, as follows: 





Table 7: Projection of the 1993-1999 National Debt Burden 





























Unit: RMB100 million yuan 
Year Amoant of Principal oa Priacipa!l on Net Income Fiscal Fiscal Redemption Redemption 
domestic domestic government from Income Expenses ratio for ratic for gov- 
bond issues bond issues bonds governement domestic ernment 
bonds bonds bonds 
1993 400 201.3 301.3 198.7 3912 41.20 4.9 7.3 
1994 400 346.2 446.2 53.8 4381.4 4573.2 7.6 9.8 
1995 $00 440 | $40.1 $9.9 4907.2 5076.3 8.7 10.6 
1996 600 $50 650 50 $496.1 5634.7 9.8 11.5 
1997 700 672.5 772.5 27.5 6155.6 6254.5 10.8 12.4 
1998 700 650 750 50 6894.3 6942.5 9.4 10.8 
1999 830 780 880 $0 7721.6 7706.2 10.1 11.4 
































Table 7 allows no optimism as to the 1993-1999 national 
debt burden; the redemption ratio is rather low for the 
first two years, but for the following five years it is 
comparatively high. Note also that the projections of 
Table 7 are rather conservative, because: 


1) The assumption of a RMBIO billion yuan as average 
annual amortization and interest expenditure for 
external debts is a most conservative one. Some believe 
that the average annual amortization and interest expen- 
diture in the 1990's for the entire external fiscal debt will 
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be around $7-10 billion.’ At the current exchange rate 
for the RMB this figure would amount to around 37-53 
billion yuan. Even after deducting parts to be refunded 
by local authorities, departments, and units and foreign 
exchange income from external loan investments, the 
external debt burden due for repayment directly by the 
government would still not be only 10 billion yuan. 


2) The annual net receipts from borrowing is already set 
at the lowest figure. The income is rather high in 1993 
because of the fairly low amortization and interest 
expenditure, but in most of the years it is around 5 
billion yuan, in 1997 even not quite 3 billion yuan. At 
this scale of net receipts, the effect on the fiscal income 
plan is really like “trying to put out a burning cartload of 
faggots with a cup of water” [completely inadequate]. 


3) During 1989-1991, the state has already postponed for 
three and five years redemption of about 34.4 billion 
yuan of maturing government bonds in unit ownership.‘ 
Since in this amount only 2.1 billion had their redemp- 
tion postponed to 1992, adding to that year’s burden (i.e. 
the bonds that had fallen due in 1989 and had their 
redemption postponed), it means that during the 1993- 
1996 period somewhat over 32 billion yuan have to be 
added to the internal debt burden. 


4) An annual progressive growth of 12 percent in fiscal 
income is already difficult to achieve, while the 11 
percent progressive increase in fiscal expenditure is a 
very conservative figure. Moreover, fixing the interest 
rate for three year government bonds at 10 percent, 
although somewhat higher that the current interest rate 
for bank savings deposits, is not a favorable rate, if 
compared with that of various enterprise bonds, institu- 
tional funds, etc., the more so since no consideration is 
yet given to the inflation factor. 


The more serious the state of the national debt burden is 
the more necessary is it to give attention to the security 
aspect. In this respect, it is the opinion of this author that 
today and in future attention should be given to the 
following tasks: 


First, raise the degree of concentration in the state’s 
distribution of national income. Strengthen the debt 
repayment capability is the most important assurance 
for the security of the national debt, and one of the 
important factors that determines the strength or weak- 
ness of the repayment capability is the amount of newly 
gained national income. Since the increase in net 
receipts from borrowing in the 1990's is extremely 
limited, it would demand fairly large increases in taxes, 
profits, and other such general fiscal income. For this 
purpose, it is necessary to effect, on the basis of increased 
economic efficiency, a deepening of the reform of the 
fiscal administration and a reform of the entire distribu- 
tion system. At the same time, it would be necessary to 
strengthen fiscal management and supervision, and to 
stop up loopholes that are allowing loss of fiscal income. 


Second, improving the structure of fiscal expenditure. 
On the premise of dramatic increases in general fiscal 
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expenditure, even if there is a comparatively large 
increase in newly gained fiscal income, repayment capa- 
bility will hardly show improvement. It is therefore 
necessary to improve the structure of fiscal expenditure. 
As things are now, it is necessary to further control or 
eliminate such expenditures as administrative expenses, 
financial subsidies, etc., to accumulate a debt repayment 
resource of a certain scale, and to smoothly get through 
the peak season of debt repayments. 


Third, added attention must be paid to the policy 
governing the issue of government bonds. In the condi- 
tions governing internal as well as external bond issues 
(borrowing) it is necessary to pay attention to reducing 
costs. Efforts must be made to coordinate the level of 
interest rates for internal bonds with their duration until 
maturity, to avoid the recurrence of continuous short- 
ening of terms and annual increases in interest rates. It is 
also necessary to strengthen control over the various 
ways that capital funds are being raised, so as to prevent 
that such efforts try to mutually outdo each other and 
that they compete with each other. Attention must also 
be paid to the diversity in the currency structure of 
external borrowing, so as to prevent huge rises in 
external debts due to increasing exchange rates. 


Fourth, controls must be strengthened over the use of 
receipts from government loans. The purposes for 
which income from government loans are used and the 
efficiency of such uses directly affect the national debt 
burden. Income from government loans is income that 
has to be remunerated, the allocation and use of 
income from government loans should also as much as 
possibly be remunerated. Only if there is a rational 
purpose for the use, and if there is evident efficacy, can 
there be “loans that maintain the original loans” and 
raising the degree to which the national debt can be 
“‘remunerative for itself.” Even if used on projects of 
high social benefit, where no direct economic benefit is 
evident, there should also be recovery of as much as 
possible of the investment. In this respect, it would 
indeed be worthwhile for China to draw a lesson from 
the ways investments from borrowed capital are being 
managed in other countries. 


Footnotes 


1. Computed according to the amounts and conditions of 
bond issues published every year, the total amortization 
and interest expenditure for internal loans due that year 
reached 31.37 billion yuan. 


2. See Kong Yangshu [7895 0111 2885], “Some Remarks 
on the Fiscal Debt Repayment Capability” in 
CAIZHENG YANJIU [FINANCIAL STUDIES], No Ii 
(1988). 3. Huang Weiping [7806 5898 1627], “Analysis 
of China’s External Debt and Suggested Relevant Mea- 
sures To Be Taken” in JINGJI LILUN YU JINGIJI 
GUANLI [ECONOMIC THEORY AND ECONOMIC 
MANAGEMENT], NO 6 (1990). 








JPRS-CAR-%93-064 
1 September 1993 


4. Chu Yunqing [5969 0061 3237], “Study of the Mor- 
atorium for Government Bonds” in JINRONG TIZHI 
GAIGE [REFORM OF THE FINANCIAL STRUC- 
TURE] No 10 (1991). 


SMALL-SCALE ENTERPRISES 


Heilongjiang Reforms Township Enterprises 
93CE0780A Harbin HEILONGJIANG RIBAO 
in Chinese 8 Jul 93 p 1 


{Article by Zhang Zhizhong (1728 3112 0022), Hu 
Xiujuan (5170 4423 1227), and Xing Shiguo (6717 0013 
0948): “Heilongjiang Province Township Enterprises 
Development Moving Into the Fast Lane; Ma Guoliang 
(7456 0948 5328) Puts Forward Requirements for the 
Next Step in Developing Township Enterprises” 


[Text] Heilongjiang Province township enterprises 
appear to be breaking with convention, leaping over 
patterns of development and exhibiting good 
momentum, while starting to enter the fast lane. 


This reporter has learned from relevant departments that 
for the first five months of this year .his province had a 
total overall output value for all township enterprises 
that amounted to 12.46 billion yuan, a 60.6 percent 
increase over the same period a year ago. From January 
through May, Heilongjiang’s township enterprises real- 
ized a profit of 757 million yuan, a 71.3 percent increase 
over the same period last year. In terms of speed and 
efficiency, a high rate of increase was maintained, some- 
thing unprecedented in the history of Heilongjiang’s 
township enterprises. For the first half of the year, there 
were some 2500 new township collective industrial 
enterprises, a 36.6 percent increase over last year, and a 
historical high. The new projects also were of a large 
scale, with a high degree of equipment used, and new 
products produced. 


According to preliminary statistics, in the first half of the 
year theprovince had more than 800 new projects with 
Output values higher than | million yuan, and 85 with 
output values higher than 10 million yuan, also a histor- 
ical high. Newly constructed enterprises normally use 
domestic and foreign advanced equipment. Jixi City’s 
Zihe District extended the city’s East Smeltery, with a 
one-time investment of 14 million yuan, to an annual 
production of steel of 60,000 tons, and an output value 
that could exceed 100 million yuan. The equipment it 
uses is fully up to national standards. A set of township 
enterprise products has been put on the market, some of 
which are import substitutes, while some occupy leading 
positions domestically. 


In the first five months of the year, the output value of 
provincial rural collective industries totaled 3.597 bii- 
lion yuan, a 48.8 percent rise over the same period last 
year. Accompanying the improvement of the production 
structure, there has been a clear rise in the organizational 
level of enterprises, becoming a development trend in 
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enterprise groups where state-run enterprises have 
slowly been opening up, and in township enterprises. 
Eight units, including the Mishan Lianzhushan City 
Stoving Equipment Factory, the Beijing Agricultural 
University, the Harbin Agricultural Research Institute, 
the “August 1” Agricultural University, and the Yan- 
shou Boiler Factory, organized to form the Mishan City 
Scientific Joint Stoving Equipment Group Corporation, 
becoming a strong part of the Dongbei Region Produc- 
tion Cereal Machinery Facilities. Linkou County used 
the Chushan Stone Materials Corporation as the basis to 
form the Chushan Stone Materials Group. This group 
has an annual output value reaching 20 million yuan, 
and generates $5.6 million in foreign currency. 


In the first half of the year Heilongjiang had 80 new 
export-oriented enterprises, more than three times the 
number over the same period last year. Jixi City’s 
graphite, wooden beads, and wild vegetables are being 
marketed to the United States, Japan, the Middle East, 
and Western Europe. Zhaodong City currently offers 12 
products on the international market and has earned $5 
million in foreign currency. 


Though Heilongjiang’s township enterprises at present 
have developed fairly well, the situation must not be 
looked at optimistically. At the recently convened Town- 
ship Enterprise Harbin Report Back Meeting, Provincial 
Party Committee Deputy Secretary Ma Guoliang 
required that each locality come up with a sober estimate 
of the possible situation it will face in the second half of 
this year. He pointed out that rectifying the financial 
order and raising agricultural and sideline product pur- 
chasing funds, putting in order construction projects, 
invigorating state-owned enterprises, developing for- 
eign-invested enterprises, and expanding privately 
owned individual enterprises will all act to squeeze out a 
large space for township enterprise development. In 
recent years Heilongjiang township enterprise fund 
investment has been too small, and the reserve strength 
of enterprise development has been insufficient, while 
the export-oriented economy has just taken off and they 
are faced with fairly severe market competition. Deputy 
Secretary Ma is requiring that each locality conscien- 
tiously summarize and draw lessons from experience 
inside and outside the province, progressively liberate 
their thinking, firmly establish market economic con- 
cepts, add to the depth of reform, and institute a new 
train of thinking based on the concept of township 
enterprise development. In starting up, we must change 
the traditional pattern of first small and then big; in 
terms of the structure of technology, we must transform 
the approach of first land then ocean, first low then high; 
in ferms of distribution, we must move industrial con- 
centrations to villages and towns; in terms of market 
opening, we must put equal stress on international and 


domestic markets; in terms of projects involving talented 


people and funds, we must dare to attract talent of all 
types, all types of financing that we will use, and estab- 
lish new concepts for breaking with convention, and 
leaping over patterns of development. Liberating 
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thinking must focus on breaking through difficulties 
hindering the use of the market mechanism, and on the 
four aspects of strengthening enterprise flexibility 
through the establishment of management mechanisms, 
allocation mechanisms, and economic organizational 
patterns appropriate to market economic requirements, 
and strengthening of township enterprise self-reform. 


Ma noted that Heilongjiang is not like Guangdong, 
which borders Hong Kong and Macao, and is also not 
like Shangdong and Jiangsu, which are coastal provinces; 
Heilongjiang has more than 3,000 miles of border with 
Russia ands 20 open ports. Through foreign capital, 
foreign trade and foreign management, Heilongjiang 
must channel township enterprise’s export-oriented eco- 
nomic work into the overall situation of economic devel- 
opment for the whole province. 


Deputy Governor Sun Ku'wen [1327 7608 2429] 
recently hosted several local market township enterprise 
Situation report meetings in Qigihar City and spoke on 
implementing a plan for promoting the progressive 
development of township enterprises in Heilongjiang. 


Shanxi Poor County Township Enterprises 
Increase Output 

93CE0777A Taiyuan SHANXI RIBAO in Chinese 
15 Jul p 1 


[Article by Fang Yongli (2455 3057 0448) and Hao 
Shuiming (6787 3055 2494): “30 Poor Counties in Our 
Province Take New Strides”’] 


[Text] The 30 poor counties in our province, termed the 
economic dwarfs, are making use of opportunities, doing 
solid work, and taking their own path to put into motion 
the long immobile township enterprises. 


According to statistics, the 30 poor counties accomplished 
a tota! gross output value of 1.522 billion yuan and a total 
income of 1.188 billion yuan during the first half of this 
year, increasing 80.4 percent and 97.4 percent respectively 
over the same period last year. Eight counties, Daning, 
Youyu, Xixian, Fushan, Anzi, Jingle, Pianguan, and Ping- 
shun had a higher growth rate in gross output value than 
the average provincial rate of 92.49 percent. Twelve coun- 
ties, Youyu, Fushan, Daning, Xixian, Anzi, Xingxian, 
Loufan, Zhongyang, Jingle, Hequ, Yonghe, and Yuanqu 
had a higher growth rate of income than the provincial 
average rate of 102.28 percent. 


The 30 poor counties are part of the 50 poor counties in 
the province whose gross output value has so far not 
reached 100 million yuan. The 30 poor counties are 
located in the eastern and western mountainous regions 
of the province, constituting 34 percent of the province’s 
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area and 18.7 percent of the province’s population. For 
years, the poor counties’ township enterprises developed 
very slowly because of poor conditions and many diffi- 
culties, lagging far behind in the provincial economic 
development. To help these counties escape poverty and 
reach a medium living standard, last November the 
provincial communist party committee and government 
put forth a strategy of “focusing on both the key counties 
and the latecomers of the 30 poor counties so as to 
enhance the development of all township enterprises in 
the province.” Subsequently, they approved the “Pro- 
posals on Accelerating the Development of Enterprises 
in Shanxi’s 30 Poor Counties” issued by the Shanxi 
Township Enterprises Corporation. 


Guided by the strategy and the “Proposal,” the 30 poor 
counties waited no time in seizing opportunities and 
took action to throw themselves into hard work instead 
of complaining about external conditions. They coura- 
geously liberated their thoughts, flexibly taking full 
advantage of different preferential policies of the central 
and provincial governments and opening up a new path 
suited to themselves. For example, in the prefectures of 
Luliang, Linfen, and Qizhou, where poor counties were 
concentrated, strategies were made to develop township 
enterprises as a major means of improving their poverty 
status. Under the guidelines of the national Eighth 
Five-Year Plan, these prefectures focused on the imple- 
mentation of policies on the one hand, and set up a 
leadership group to regulate and tackle specific issues in 
development on the other hand. Linfen Prefecture estab- 
lished the policy of “firmly standing on practice, action, 
and development”, support and encourage poor counties 
to act quickly and well in developing township enter- 
prises. At the same time, the prefecture made full use of 
its rich natural resources; taking mining and mineral 
products processing, building materials production, 
transportation, food and other services as pillar indus- 
tries; and focusing on the development of the coal 
industry, pig iron production, and other popular prod- 
ucts of aluminum, cement, bricks, mortar sand, dates, 
farming and dairy food, and handmade crafts. For 
instance, Pianguan, Hequ, and Wuzhai took advantage 
of national key projects by promoting the cement and 
sand building materials industry, leading to fast devel- 
opment and high efficiency. Yuanqu County set up coai 
and iron development zones in seven townships (towns) 
along the Yellow River for mining and materials pro- 
cessing industries, and achieved relatively good results. 
Linxian renovated those enterprises competitive in the 
market. Of the seven technological renovations, three 
were already in operation with positive results. It was 
predicted that all projects would be operative by the end 
of September, which would produce an additional 
output value of over 15 million yuan. 
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Jiangxi To Fund Township Enterprises 


93CE0777B Nanchang JIANGXI RIBAO in Chinese 
3 Jul pl 


[Article by Lin Haihui (2651 3189 1979) and Zhang Wei 
(1728 3555):“Provincial Government Discusses Mea- 
sures To Insure Funds for Promotion of Township 
Enterprise Development”} 


[Text] In the first half of this year, township enterprises 
in our province made proud accomplishments toward 
the attainment of the annual goal. In order to ensure that 
these enterprises maintain high growth rates, the provin- 
cial government held a fund coordination meeting on 2 
July to discuss the issue of funding these enterprises in 
an attempt to fuel their development. 


Governor Wu Guanzheng {0702 1351 2973] presided 
over the meeting and delivered a speech. Zhang Fengyu 
[1728 6646 7183], a standing committee member of the 
provincial communist party committee, attended the 
meeting. Also at the meeting were heads of the depart- 
ments and bureaus of the provincial government, and 
directors of the financial agencies. All expressed strong 
support for the development of township enterprises. 


It was estimated that township enterprises in the prov- 
ince could produce a gross output value of 25.52 billion 
yuan during the first half of this year, increasing 85.6 
percent over the same period last year. The proportion of 
township enterprises’ output value in the total industrial 
output value of the province grew from last year’s 31.6 
percent to the present 40.3 percent, accounting for 69.3 
percent of the total increased provincial output value. 
The high speed of development of township enterprises 
was due to the correct leadership of the provincial 
communist party committee and the provincial govern- 
ment, and the support of various government agencies 
and other regions. This year, these agencies and all 
regions have found different ways of raising funds, 
including financial exchange, loans, contributions, 
shares, and co-op. According to statistics, a total of 1.24 
billion yuan was invested in the fixed capital of township 
enterprises for projects of expansion and technological 
renovation in the first half of this year. Bank loans made 
up 310 million yuan; 54.55 million yuan came from 
government financial institutions, and 270 million yuan 
from foreign funds. There was, however, a long way to go 
to attain the goal of fixed capital investment of three 
billion yuan. The materialization of funds this year 
directly impacts whether township enterprises can 
develop at a super speed and whether the goals of the 
“Eighth Five-Year Plan” can be realized. The Bank of 
China, Nanchang branch, the Provincial Construction 
Bank, the Provincial Industry and Commerce Bank, the 
Provincial Agriculture Bank, and the Provincial Insur- 
ance Company expressed their willingness to exhaust 
every means to raise funds in support of township 
enterprise development. 


In his speech, Wu Guanzheng emphasized that township 
enterprises must broaden their horizons and select the 


ECONOMIC 29 


right projects. Based on effective use of funds, the 
existence of a promising market, and high technology 
content, these projects will receive support from various 
government agencies in ali regions. Projects under con- 
struction that will receive funds must be prioritized so as 
to ensure faster completion of key and core projects. At 
the same time, capital circulation must be accelerated to 
improve the effectiveness of the funds, increase both 
production and sales, and cut down on the cost of funds. 
In regard to the issue of taking in more foreign funds, Wu 
Guanzheng suggested that attention should be paid to 
project selection to increase technological content and 
increase the ratio of foreign investment. 


He iang Township Enterprise Development 
Sped Up 


93CE0802A Harbin HEILONGJIANG RIBAO 
in Chinese 25 Jul 93 p 2 


{Article by the CPC secretary of the Songhuajiang Pre- 
fecture Party Committee, Wu Keyong (0702 0344 0516): 
“Keeping up with the General Trend of High-Speed 
Development of Township Enterprises”’] 


[Text] At present, just like the rest of China, all localities 
of Heilongjiang Province are making every effort to 
accelerate the development of township enterprises. In 
this historical, general trend, Songhuajiang Prefecture has 
made efforts of its own. Over a year’s practice has made 
us realize more and more clearly the strategic significance 
of developing township enterprises at a high speed. Only 
when a certain speed has been reached in developing 
township enterprises can an expected “acceleration 
effect” appear. Economic analysis maintains that if a new 
economic element has maintained a growth rate of more 
than 30 percent for several consecutive years, it will 
produce an unstoppable velocity and will maintain a 
trend of increasingly faster growth over a fixed period. 
This is called self-acceleration. We should make efforts to 
create a regular strength for this type of acceleration. At 
the same time, it is self-evident that only when township 
enterprises have developed at a certain speed can rela- 
tively high economic efficiency be achieved. Viewed from 
the overall economic situation, only when township 
enterprises develop at a high speed can the rural economy 
or even that of the entire prefecture grow and flourish. 
The experiences of many southern provinces already 
borne this point out well. The proportion of the industrial 
value of our prefecture’s township enterprises below the 
prefecture’s industrial value increased by nearly 10 per- 
cent from this past January to May as opposed to the 
same period last year. With the help of this acceleration 
effect the entire prefecture’s industry enjoyed an increase 
of 7.2 percent at the same time as well. In addition, the 
high-speed development of township enterprises has 
exercised a quite apparent trickle-down effect on the rural 
division of labor and trades, promoting the transforma- 
tion of rural surplus labor, and giving impetus to the 
development of planting industries, breeding industries, 
and other various industries. 
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Only when township enterprises take the fast track can 
they become a new growing point for local economies. 
Township enterprises are the most vivacious compo- 
nents in the rural economy. However, when they are 
developing slowly, this strong point of theirs will not be 
tapped. In 1992, especially after the provincial confer- 
ence in Mudanjiang City, in accordance with the provin- 
cial committee requirements, our prefecture made a 
strategic determination to pay close attention to the 
speed of township enterprise growth. That year’s growth 
rate suddenly increased from the 12.6 percent in the past 
three years to 29.5 percent, and for the first four months 
of this year, the accumulated growth rate reached 45.6 
percent. Consequently, overall economic efficiency has 
gone up. In 1992, the prefecture’s township enterprises 
realized a profit growth rate of 29.8 percent over last 
year, and tax revenues increased by 32.6 percent over the 
previous year. For the first four months of this year net 
profit rose by 48.1 percent, and tax revenues rose by 56.8 
percent over the same period last year. Now, the central 
role of township enterprises has been greatly strength- 
ened. In 1992, the total value of the prefecture’s town- 
ship enterprises accounted for 45.6 percent of total rural 
social value. This year’s proportion continues to 
increase. This situation fully shows that township enter- 
prises have made considerable progress and that they 
occupy an important, strategic position in the process of 
vigorously developing regional economy and acceler- 
ating prosperity on the part of the farmers. 


Only by accelerating the development of enterprises can 
we narrow the widening gap with the advanced areas. 
Although the development of our prefecture’s township 
enterprises, viewed vertically, has apparently been accel- 
erated; when viewed horizontally, the disparity is still 
large. The growth rate for 1992 is 10 percent lower than 
the national average, and more than 20 to 70 percent 
lower when compared with the advanced areas. The 
situation viewed within the province does not permit 
optimism either. From January to April this year the 
average provincial growth rate was 52.4 percent, 6.8 
percent higher than our prefecture’s. Development is not 
even level within the prefecture. From January to April 
this year, the counties (cities) that enjoyed fast growth 
rates scored 61.6 percent while the slowest only scored 
11.1 percent. The entire township consists of 149 town- 
ships, of which 46 had a development speed lower than 
25 percent, and 6 of them experienced decreases. The 
circumstances mentioned above show that accelerating 
enterprise development is a wise choice for our prefec- 
ture in trying to catch up with and surpass the advanced 
areas. When township enterprises throughout the 
country are developing at a high speed, walking in small 
steps means retrogression. In the face of tense market 
competition among enterprises, regions, and even coun- 
tries, if township enterprise development is not acceler- 
ated, just proceeding passively step by step, it will be 
hard to survive; stagnant and sluggish development of 
this main body will certainly endanger the entire regional 
economy. We should have a sober understanding of this. 
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At present, township enterprises are faced with a water- 
shed opportunity. Both the central and local govern- 
ments have put the development of township enterprises 
on their major agenda, worked out a series of support 
policies, and the environment is unprecedentedly favor- 
able. The transformation of the operating mechanism of 
state-owned enterprises, structural readjustment of the 
advanced areas, and the upgrading of the strategy of 
opening to the outside world and attracting foreign funds 
will provide township enterprises with favorable condi- 
tions in their effort to solve their difficult problems with 
funds, projects, and personnel in the process of develop- 
ment, and will vacate extensive space and markets for 
the development of township enterprises. The strong 
growth trend of the national economy will continue to 
bring about a tremendous accelerating effect upon the 
township enterprises. The gradual establishment of a 
socialist market economic system will be conducive to 
bringing into play the superiority of township enter- 
prises, which possess the most market economic factors. 
Under this major climate, only when we both boldly and 
safely raise the growth rate can we avoid making historic 
mistakes. Our prefecture is rich in resources, close to 
primary cities, transportation is convenient, and many 
people have relatives in other countries, Hong Kong, and 
Macao. Moreover, we historically have had a record of 
achieving a growth rate of more than 30 percent for four 
consecutive years. At present we also have models that 
enjoy high-speed development. All this shows that as 
long as understanding is achieved and appropriate mea- 
sures are taken, it is entirely possible to realize great 
development and make major strides. 


What is important now is action. To develop township 
enterprises at a high speed, we must vie with each other, 
compare with each other, and oblige ourselves to forge 
ahead. To vie with each other to forge ahead embodies a 
kind of positive spirit on the part of the Party commit- 
tees at various levels, responsible government depart- 
ments, and enterprises; to compare with ezch other to 
forge ahead embodies the competitive spirit of trying to 
overtake each other in friendly emulation; and to oblige 
ourselves to forge ahead embodies the strengthening of 
leadership dynamics and the determination of advancing 
when the conditions exist and when they don’t exist, 
then creating them and advancing. We should no longer 
waver, wait and see, and hesitate without pressing for- 
ward. To this end, we must overcome the mood of being 
content with the status quo and not thinking about 
forging ahead; overcome the mood of retreating when 
confronted with obstinacy and passivity and fear of 
difficulty; overcome the mood of regarding ourselves as 
infallible and doubting the progressive; and overcome 
the cowardly mood where “‘He that has been bitten by a 
serpent is afraid of a rope.” We must bestir ourselves and 
create a situation of going all out. On the basis of this, we 
must also proceed from practicality, take a scientific 
attitude, and work out development plans. Only this way 
is conducive to pressing forward both fast and steadily. 
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FOREIGN TRADE, INVESTMENT 


Entry to GATT During 1993 Problematical 


93CE0644A Hong Kong TANG TAI 
[CONTEMPORARY] in Chinese No 26, 
15 May 93 pp 55-57 


[Article by Wan Li-hsing (5502 6849 5887): “China 
Unlikely To Realize Dream of Entering GATT in 
1993—Progress in China’s GATT Entry Negotiations”] 


[Text] The United States Will Not Back Down on GATT 
Negotiations Nor Will It Support Beijing’s “Mainland 
First, Taiwan” Later Scheme. Thus, China’s Chances Are 
Slim for GATT Eatry in 1993 


Since the middle of 1992, China has exhibited optimism 
about restitution of its General Agreement on Tariffs 
and Trade (hereinafter abbreviated to GATT) signatory 
nation status, and it supposed that it would enter GATT 
in March this year (1993). However, the latest negotia- 
tions since March of this year suggest that China will 
continue to find its dream of entering GATT difficult to 
realize in 1993. 


China’s Position in the Negotiations 


China has adhered to three basic principles in the course 
of GATT entry negotiations as follows: 


First, is that entry into GATT is a “restitution” of its 
GATT status rather than a “new entry.” 


Second, is tariff reductions or exemptions and not com- 
mitting itself to imports is its “entrance fee.” 


Third is recognition of China as a developing nation. 


China’s contention that GATT entry is a restitution of its 
status rather than a new entry has a legal basis. (When 
GATT was first founded in 1947, the Chinese Govern- 
ment was one of the signatories, and the Chinese Com- 
munists did not recognize the 1950 Kuomintang Gov- 
ernment announcement of its withdrawal. Therefore, in 
the current negotiations, China maintains that entry is a 
“restitution” of its status rather than a “new entry”). 
More important and of very real significance is that this 
has a bearing on the American most favored nation 
issue. According to the provisions of GATT Article 35 (1 
a), once another nation becomes a signatory, no other 
signatory nation may not refuse to implement this agree- 
ment. (It is on this basis that the United States refuses to 
accord China most favored nation treatment). If China’s 
entry is a restitution of its status rather than a new entry, 
then the foregoing exception does not apply to China, 
and China can obtain U.S. unconditional most favored 
nation status. This shows a very great difference in rights 
between “restitution” and “new entry.” 


China’s contention that tariff reductions or exemptions 
and not committing itself to imports is its “entrance fee” 
is mostly for the purpose of avoiding the high price that 
other socialist countries paid to enter GATT. Formerly, 
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socialist countries adopted two methods to enter GATT. 
One was to weaken their planned economy while 
strengthening the market mechanism, tariffs becoming 
their main protection method; then they entered GATT 
under the same tariff reduction conditions as market 
economy countries. The other way was to retain their 
planned economy system, but promise to increase the 
amount of their imports as a means of solving the mutual 
benefit issue with market economy system nations, 
employing this as a condition for entering GATT. China 
has chosen tariff reductions or exemptions and does not 
want to commit itself to imports, mostly in view of 
Poland’s experience. (After Poland committed itself to 
an annual 7 percent in imports from market economy 
nations, it was still unable to gain America’s uncondi- 
tional most favored nation status at the same time.) 


China contends that it is a developing nation because very 
many GATT provisions make allowances for the interests 
of developing nations. Examples include the special con- 
sideration shown agricultural products from developing 
nations (meaning continuation of tariff protection), and 
developing nations can enjoy without reciprocation the 
trade preferences that developed countries unilaterally 
provide. In addition, having the dual status of both a 
GATT signatory nation and a developing nation qualifies 
China to enjoy the “general benefits system” that devel- 
oped nations confer under the GATT system. 


On the basis of the foregoing three main principles, the 
Chinese Government has made three specific demands 
in the negotiations: 1) The United States should give 
China unconditional most favored nation status. 2) 
China should enjoy general benefits system treatment 
from signatory developed nations; (Note: whether a 
nation enjoys the general benefits system in GATT is 
decided by the nation providing the benefits itself. To 
date, China has been unable to obtain general benefits 
system treatment from the United States.) 3) The EC 
should rescind discriminatory restrictions against China. 


The GATT Position in the Negotiations 


In deliberating about China’s seat, the GATT negoti- 
ating team, headed by the United States, has empha- 
sized five principles: !) the unification of trade poli- 
cies; 2) the transparency of the trade system; 3) the 
cancellation of nontariff barriers; 4) completion of 
price reforms within a limited period of time; and 5) 
drafting of safeguard provisions. 


On the trade policy unification issue, GATT contends that 
China's foreign trade policy is extremely un-unified. There 
are mutually conflicting points between central govern- 
ment and local government decrees, and between one place 
and another. Frequently different policies are pursued. 
Since China practices regional tilt policies, preferential 
policies for special economic zones and for coastal devel- 
opment zones differ greatly from policies for inland areas. 
Under these circumstances, different places frequently 
apply a different tariff rate to the same commodity. Until 
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such time as China's foreign trade policy can be unified, 
China’s application will be difficult to approve. 


The trade system transparency issue is one that gives 
Western nations a big headache. They feel that China 
lacks a body of complete foreign trade regulations that 
have been published for the information of all, and that 
there are countless unpublished internal administrative 
regulations. This makes people feel that China’s trade 
policy mechanism is unfathomable. Until such time as 
the situation is clarified, it will be difficult to approve 
China’s application. 


Cancellation of nontariff barriers. A GATT survey shows 
that in China’s foreign trade system today, it is not tariffs 
but a series of nontariff barriers that play the main 
protection role. For example, China practices limited 
foreign trade business rights; it practices a licensing system 
(the survey showed China’s import licenses cover 53 kinds 
of consumer goods, which adversely effects about 50 
percent of total import value); it promotes an import 
substitution policy; it levies an import regulation tax as 
well and limits quantities of a large number of imports, 
imposing quota limitations in particular, thereby creating 
a complex protection system. Unless China changes these 
practices, it will simply be accepting tariff reductions or 
exemptions as a condition for GATT entry; thus, the 
openness of the China market will remain limited. 


Completion of price reforms within a limited period of 
time and cancellation of the foreign exchange control 
system is also a principle to which GATT adheres. At the 
present time, prices and foreign exchange rates continue 
to be decided largely by Chinese Government fiat. 
GATT is concerned lest the government control these 
levers to reward exports and penalize imports, thereby 
cancelling out (or evading) certain GATT provisions. 


Formulation of specific guarantee articles. Inasmuch as 
China remains a largely centrally planned economy, the 
state can employ many means to subsidy exports, as well 
as Many export-encouraging measures under a variety of 
names that are actually indirect subsidies. In such a 
situation, developed nations have the right to formulate 
special guarantee provisions to enable their own markets 
to avoid the effects of Chinese dumping policies. 


Remaining Differences 


The March 1993 negotiations suggest no narrowing of 
the differences between both sides. These differences are 
over the following: 


1. China’s “entry fee.” 

GATT wants China to reduce its tariffs greatly and 
simultaneously commit itself to increased imports from 
developed nations. 


2. After entering GATT, can China obtain the U.S. 
unconditional most favored nation treatment? 
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The United States insists that after entering GATT, 
China will not automatically enjoy U.S. most favored 
treatment. 


3. Is China’s status consistent with that of a developing 
nation, and does this status entitle it to enjoy the gencral 
benefits system of developed nations? The United States is 
unwilling to confer the general benefits system on China. 


4. The time limit for China's reform of its foreign trade 
system (the content of the reform includes the five 
aforementioned points on which GATT focuses). China 
points out that ever since 1992 it has taken numerous 
actions to reform its trade system, and that it will also 
make future efforts in this regard. However, China 
cannot promise a specific timetable, because the pace of 
reform depends on the nation’s ability to tolerate them. 


5. Acceptance of the “special guarantee clauses” of 
developed nations. China also realizes that if it wants to 
get into GATT, it is probably fated to accept the special 
guarantees. In the course of negotiations, the Chinese 
delegate has said that China desires to consider the 
transitional special guarantee provisions issue in terms 
of the balance between rights and obligations. Specifi- 
cally, this means that as a prerequisite for acceptance of 
the special guarantee provisions, China demands that all 
developed nations extend the general benefits system to 
China and abolish their discriminatory restrictions on 
China (particularly the EC’s). How to arrange this bal- 
ance between rights and obligations is what everyone is 
haggling about right now. 


The events in the Eleventh Meeting of the March 1993 
Working Team suggest that the two sides have not 
narrowed the differences of the Tenth Meeting in Feb- 
ruary 1993. 


Political Issues in the GATT Negotiations 


From the Chinese point of view, the difficulties in 
GATT negotiations are politically motivated, meaning 
that the GATT negotiating team headed by the United 
States is intentionally blocking China’s GATT member- 
ship. In a document reporting on progress in the GATT 
negotiations, China pointed out that, “!) Following the 
‘June 4th Incident’ of 1989, the United States raised the 
price of China’s GATT re-entry, tying to it issues in 
Sino-U.S. relations such as intellectual property rights 
protection and market access, which increased China's 
difficulty in recovering its status as a GATT signatory 
nation. 2) Taiwan's demand to enter GATT has compli- 
cated China's recovery of its signatory nation status. 


“Eyeing Taiwan's tremendous foreign exchange reserves, 
the United States and other Western nations have 
become extremely active in calling for Taiwan's entry 
into GATT as an independent tariff zone. On the basis of 
its economic structure, they deem Taiwan suitable for 
immediate entry into GATT as an independent tariff 
zone.” China has reiterated its approval of Taiwan's 
eniry into GATT, but China’s GATT status must be 
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restored first; then China can announce its agreement to 
Taiwan's entry into GATT as an independent tariff zone. 
Even if by only | minute, in principle, China should be 
first and Taiwan second. However, the United States 
and other Western countries see no such need inasmuch 
as Taiwan’s economic and trade system are relatively 
close to GATT’s, while the mainland’s system is still 
relatively far away from it. When negotiations require, 
there is no need to delay the time of Taiwan's entry on 
this account. 


Outlook 


Events during the March 1993 negotiations suggest that 
China wants restitution of its GATT signatory position 
in 1993, but this will be rather difficult to do. This is 
because: 1) There is no evidence that the United States 
has made a political decision to allow China to solve the 
GATT entry issue in 1993. Former United States 
Ambassador Winston Lord, who has influence on the 
U.S. China policy, said that it is necessary to use 
“conditional most favored nation treatment” to pressure 
the Chinese Communists to improve their human rights, 
nuclear limitations, and trade imbalance problems. 
United States Secretary of State Warren Christopher 
indicated that the United States will take this advice. 
Under these circumstances, the United States will not 
compromise on the GATT negotiations to allow China 
the opportunity to pressure the United States about its 
GATT signatory nation status. 2) Taiwan's current 
“independent Taiwan” stance, including a “return to the 
United Nations” is in keeping with U.S. interests, to a 
certain extent. Therefore, on the recurring “GATT” 
issue, the United States will not support Beijing's “main- 
land first, Taiwan second” plan. There is no urgency 
about completing China’s GATT entry procedures in 
1993. Consequently, China’s chances of entering GATT 
in 1993 are slim. 


Temporary Regulations on Voluntary Export 
Quotas 


93CE0606A Beijing GUOJI SHANGBAO in Chinese 
22 May 93 p 3 


[Issued 20 Apr 1993 by the Ministry of Foreign Trade 
and Economic Cooperation] 


[Text] Chapter One: General Rules 


Article 1. For orderly developmeni of the export trade, 
and to improve the management of voluntary export 
quotas, these temporary regulations are promulgated, in 
accordance with “Temporary Management of Export 
Commodities” as approved by the State Council. 


Article 2. Voluntary quota management is a measure 
designed for the state to control the export volume (quan- 
tity) of some commodities. Such export commodities are 
referred to as voluntary quota exnort commodities. 
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Article 3. Voluntary quota export commodities are gov- 
erned by global export permits that allow voluntary 
export quotas to be shipped to key countries (regions). 


Article 4. The Ministry of Foreign Trade and Economic 
Cooperation will implement voluntary quota supervi- 
sion under any one of the following conditions: 


1. Important export commodities that play an active role 
in the international or certain special markets. 


2. Commodities that we voluntarily limit, as requested 
by foreign countries. 


3. Market intervention surveys conducted abroad to 
identify products subject to anti-dumping charges or 
already identified for antidumping charges. 


Article 5. At present, of 54 commodities (see Appendix) 
eg for voluntary quota management, those that 
are fresh and perishable (12 altogether) being suppiied to 
Hong Kong and Macao will be subject to a separate set of 
regulations. 


T Structure and 
Chapter Two: Organizational 


Article 6. The Ministry of Foreign Trade and Economic 
Cooperation of the People’s Republic of China (referred to 
hereon as the Ministry of Foreign Trade and Economic 
Cooperation) is responsible for providing unified leader- 
ship to manage voluntary export quotas. The Ministry 
issues the rules and regulations governing voluntary export 
quotas, and makes up a list of commodities subject to such 
regulation; coordinates and resolves problems arising from 
such regulation and management; is responsibie for allo- 
cating the voluntary quotas and integrates and supervises 
the whole voluntary quota program; assigns authority to 
designated offices and agencies to grant permits for volun- 
tary quota export commodities; provides guidance, sup- 
port, supervision and inspection to local units in matters 
involving voluntary export quotas, and coordinates such 
work; and deals, in accordance with the law, those export 
activities that do not comply with the voluntary quota 
rules and regulations. 


Article 7. Departments (committees) of trade and eco- 
nomic cooperation and bureaus of foreign trade for all 
provinces, autonomous regions, municipalities under 
direct central government jurisdiction and planned 
municipalities are responsible for coordinating the vol- 
untary export quotas from their localities. They issue 
permits for voluntary export quotas in accordance with 
authority granted them by the Ministry of Foreign Trade 
and Economic Cooperation, check and certify voluntary 
quota requests of local export enterprises and compile all 
this information in a comprehensive report for submis- 
sion to the Ministry of Foreign Trade and Economic 
Cooperation. In accordance with the total quota allow- 
ance allotted it by the Ministry, they distribute the quota 
allowance a second time, in the locality subject to its 
authority. They are also responsible for properly regu- 
lating the local quota allotment; managing and tight- 
ening inspections of the way local export enterprises use 
their quota allottment; and for compiling export statis- 
tics on voluntary quotas from their localities. 
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Article 8. Chinese Customs will implement supervising 
checks and inspections of voluntary quota exports, 
allowing goods with valid export permits to pass 
through. 


Article 9. All chambers of commerce with involvement 
in the import and export business are responsible for 
coordinating the processing of exports subject to volun- 
tary quotas. Some voluntary quota exports to Hong 
Kong and Macao are subject temporarily to authority 
granted to representative agencies for Hong Kong and 
Macao to handle the processing work. Units responsible 
for coordinating and regulating the processing of volun- 
tary quota exports are called coordinating units. 


Chapter Three: Handling of Export Permits 


Article 10. Commodities designated for voluntary quota 
export are processed with export permits signed by 
authorized departments/agencies at various levels, in 
accordance with rules and regulations governing volun- 
tary export quotas. 


Article 11. Enterprises alloted voluntary quotas should 
follow rules and regulations governing certain permits, 
as prescribed by the Ministry of Foreign Trade and 
Economic Cooperation—to file first for export permits 
before preparing goods for export. 


Four: on for V 
a oluntary Quota 


Article 12. Enterprises that have experience with volun- 
tary quota exports, the capacity to do so and create 
foreign exchange for the state, and the license to conduct 
an import and export business can apply for participa- 
tion in the voluntary quota export program. 


Article 13. Application for participating in the voluntary 
export quota program should be made in the following 
order: 


1. Various committees of foreign trade and economic 
cooperation on the local level, related departments on 
the central government level, and foreign trade enter- 
prises under direct central government jurisdiction 
should file their export quota applications with the 
Ministry of Foreign Trade and Economic Cooperation 
every year before 10 November for their local export 
enterprises, or for the following year. This information is 
transmitted to their coordinating units. The applications 
should include the names of each exporting enterprise, 
name of commodity being exported, export destination 
(country), quantity of goods, origin of export product, 
actual results from previous year, value of export, and its 
cost in foreign exchange. 


2. Every year, coordinating units must submit proposals 
and suggestions for voluntary export quotas for the 
following year to the Ministry of Foreign Trade and 
Economic Cooperation before 20 November. 
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3. Applications for voluntary export quotas must follow 
prescribed procedures and submitted with the proper 
documents; otherwise, they are not accepted. 


Chapter Five: Allocation and Adjustment of Voluntary 
Export Quotas 


Article 14. The Ministry of Foreign Trade and Economic 
Cooperation discusses the total quota amount for the 
whole year with related agencies, based on needs of the 
international market and supply conditions in the 
domestic market, or requests from foreign governments 
for China to exercise voluntary quota restrictions. 


Article 15. The quota allocations are based on the 
petitioning unit's actual export results for the previous 
year, the export commodity’s availability, quality, sales 
record, price, quota usefulness, reputation abroad, and 
conditions required to meet this regulation. 


Article 16. Allocations of the annual voluntary export 
quota and adjustments are made as follows: 


1. The voluntary export quota totals for the year refers to 
the sum of voluntary export quotas allocated to various 
localities and various foreign trade enterprises. In 
December of each year, the Minister of Foreign Trade 
and Economic Cooperation allocates the voluntary 
export quotas for the following year. Local committees 
on foreign trade and economic cooperation must make a 
second allocation of the assigned quotas locally, in 
accordance with rules and regulations contained in arti- 
cles 12 and 15 in January, and report the results to the 
Ministry and send a copy to the related coordinating 
unit. Before receiving the voluntary quota for the fol- 
lowing year, all foreign trade enterprises concerned 
should file for export permits for the following year from 
the related agency after !5 December, based on one- 
fourth of the voluntary export quota for the current year. 


2. Adjustment of voluntary export quotas refers to mea- 
sures taken to increase or decrease the total quota amount, 
based on demands of the international market and supply 
conditions inside China during the current year. All peti- 
tioning units must submit modified quota applications to 
the Ministry of Foreign Trade and Economic Cooperation 
before the end of July, in accordance with proper proce- 
dures, and the Ministry must make a quota adjustment by 
the end of August every year. Where great changes occur 
with domestic supply or international demand, the Min- 
istry of Foreign Trade and Economic Cooperation must 
adjust quotas for specific commodity items in accordance 
with actual conditions. 


3. In the record on the total allocations of voluntary 
export quotas assigned by the Ministry of Foreign Trade 
and Economic Cooperation, the local committees on 
foreign trade and economic cooperation can note how 
the quotas are used by their local export enterprises, and 
make last minute quota adjustments for those enier- 
prises given annual voluntary quotas, and prepare a 
report to the Ministry for its files. If adjustments must be 








JPRS-CAR-93-064 
1 September 1993 


made for enterprises not given annual voluntary quotas, 
and the adjusted figure is greater than 10 percent of an 
enterprise’s annual quota, this must also be reported to 
the Ministry for approval. 


4. Last-minute adjustments to voluntary export quotas 
are not to be included in the voluntary export quota base 
for the following year. 


5. Voluntary export quota allocations for the current 
year and any adjustments made are effective only for the 
current year and cannot be used for the next year. 


Article 17. To encourage development of new products 
for inclusion in the voluntary export program, to 
improve product quality and to maximize the use of 
voluntary export quotas, and to provide support to 
export enterprises allowing them to compete, the Min- 
istry of Foreign Trade and Economic Cooperation will 
set aside part of the voluntary quota which is advertised 
and announced for public bidding. How this is done is 
described in another regulation. 


Artice 18. Enterprises capitalized by foreign investment 
that are approved by the Ministry to participate in the 
voluntary export program, must, in their application for 
allocation of part of the voluntary export quota, go through 
their local committees on foreign trade and economic 
cooperation to receive approval, or that of their super- 
vising agency, after which a report is submitted to the 
Ministry of Foreign Trade and Economic Cooperation for 
the files. The Ministry then allocates them their portion of 
the voluntary export quota in accordance with terms of 
their contract, their actual production capacity and regu- 
lations as stated in Article 15. Time limits on the applica- 
tion and allocation of voluntary export quotas are the same 
as that stated above. 


Chapter Six: Awards and Penalties 


Article 19. Certain rewards are awarded those who 
strictly observe these regulations and meet the following 
conditions: 


1. Those developing top quality upscale products for 
export who also have a record of outstanding perfor- 
mance and good credit. 


2. Those developing new products for export who also 
have a record of outstanding export results and good 
returns, and good foreign credit. 


Article 20. Penalties are levied under the following 
conditions: 


1. Those export enterprises that willfully exceed their 
voluntary export quota allocation will be penalized by 
having their quota excess doubled and subtracted from 
next year’s allocation, and cited in a public announce- 
ment. As for agencies and offices authorized to grant 
such permits (when they allow enterprises to exceed 
quota allocations or when they grant permits to those not 
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assigned quota allocations), they will be cited in a public 
announcement, or they may have their permit-granting 
authority withdrawn. 


2. Export enterprises selling goods at prices lower than 
the negotiated price will have their quota allocation for 
the product cut back the following year. 


3. Those who willfully make changes or create false 
export permits will be punished according to law and 
turned over to law enforcement agencies for followup. 


4. States (countries) and regions that avoid voluntary 
export quota supervision, or use all kinds of excuses to 
attack the voluntary export quota program, once dis- 
covered, will be dealt with strictly according to severity 
of offense. 


5. Goods exported in violation of these regulations will 
be subject to fines and confiscation, in accordance with 
the law and customs regulations. 


Chapter Seven: Appendix 


Article 21. Various phases of voluntary export quota 
handling should strictly follow these regulations to 
further strive for high clarity of purpose and standards 
to prevent subjective wilfullness. Management per- 
sonnel in the Ministry of Foreign Trade and Economic 
Cooperation and local foreign trade and economic 
cooperation committees should be supervised and any 
instance of personal abuse of these regulations will be 
penalized accordingly. Once an offense is uncovered, 
and according to its severity, proper criminal action 
will be taken. 


Article 22. All local committees on foreign trade and 
economic cooperation and all export enterprises shall 
assign adequate personnel to carry out and monitor this 
work. Managers should be fairly stable. 


Article 23. All local committees on foreign trade and 
economic cooperation shall coordinate these regulations 
with local conditions and establish implementation 
details, which are reported to the Ministry of Foreign 
Trade and Economic Cooperation for the record. 


Article 24. Export goods that require coordination are all 
done so through their respective import and export 
chambers of commerce. Enterprises participating in the 
voluntary export quota program shall join such import 
and export business organizations. Practical means of 
implementation are set by chambers of commerce after 
discussion and approval by members, and this decision 
is reported to the Ministry before it is put into effect. 


Article 25. These regulations become effective the day 
they are announced. Their explanation is the responsi- 
bility of the Ministry of Foreign Trade and Economic 
Cooperation. 








1) Fireworks (USA, Japan, Hong Kong, Macao) 2) 
Canned bamboo shoots (European Community, Hong 
Kong, Macao) 3) Bamboo shoots in water (Japan) 4) Red 
beans (Japan) 5) Sorghum (Japan, Southeast Asia) 6) 
Dried “weicai’ (Japan) 7) Chestnuts (Japan, Hong 
Kong, Macao, SE Asia) 8) Garlic (Hong Kong, Macao) 9) 
Sesame seeds (Japan) 10) Buckwheat (Japan) 11) Honey 
bees (Japan) 12) Peppermint/camphor oil (European 
Community) 13) Reeds and reed products (Japan) 14) 
Chinese small iris and byproducts (Japan) 15) Arab 
robes and pants (the six Middle East countries) 16) 
Phosphate graphite (Japan) 17) Sodium heparin (EC, 
Hong Kong, Macao, USA) 18) Fresh honey (Japan, EC, 
USA) 19) Banxia (Pinellia tubers) (Japan) 20) Pods of 
Sophora japonica (Japan) 21) Lumber and boards from 
the tung tree (Japan) 22) Bleached cotton cloth (Japan, 
Hong Kong, Macao) 23) Bleached cotton and polyester 
fabric (Japan) 24) Diphenyl diesters (Korea, SE Asia) 25) 
Licorice products (Hong Kong, Macao, Japan, SE Asia) 
26) Furfural (EC, Japan) 27) Rugs (Great Britain, Japan) 
28) Magnesium silicate alloys (Japan, Hong Kong, 
Macao) 29) Bananas and mandarin oranges (SE Asia) 30. 
Frozen rabbit meat (EC, Hong Kong, Macao) 31) Swim- 
ming crabs (Japan) 32) Chinese caterpillar fungus (Hong 
Kong, Macao) 33) Chrysanthemums (Hong Kong, 
Macao) 34) Astragalus membranaceus herb (Hong Kong, 
Macao) 35) Chinese angelica or danggui (Hong Kong, 
Macao) 36) Lycium chinensis or Chinese wolfberryong 
Kong, Macao) 37) Codonopsis pilosula or dangshen 
(Hong Kong, Macao) 38) Fuling or roots of Smilax glabra 
(Hong Kong, Macao) 39) Ramie yarn of mixed weave, 
including yarn, thread, ball, and fine-fibered ramie 
(Hong Kong, Macao) 40) Ramie cloth seconds of mixed 
weave (Hong Kong, Macao) 41) Toilet paper (Hoag 
Kong, Macao) 42) Mushrocms in brine (Hong Kong, 
Macao) 43) Live hogs, icluding large, midsize, and 
suckling pigs (Hong Kong, Macao) 44) Live steer/buffalo 
(Hong Kong, Macao) 45) Live sheep and goats (Hong 
Kong, Macao) 46) Live poultry, including chickens, 
ducks, geese, and squabs (Hong Kong, Macao) 47) Cold 
storage pork (Hong Kong, Macao) 48) Cold storage beef 
(Hong Kong, Macao) 49) Cold storage lamb (Heng Kong, 
Macao) 50) Cold storage domestic poultry (Hong Kong, 
Macao) 51) Live aquatic products, including pond- 
cultured fish, Dajia crab (Hong Kong, Macao) 52) Fresh 
fruit, including Hebei pears, Hami melons, fragrant 
pears, laichee fruit, watermelon (Hong Kong, Macao) 53) 
Fresh vegetables, including bok choy, beans, Chinese 
radishes, wintermelion, cauliflower (Hong Kong, Macao) 
54) Peidan or preserved “thousand-year-old” eggs (Hong 
Kong, Macao) 


Note: Regulations are prepared separately for items No.43 


through No. 54 which are fresh and cold storage products 
being supplied to Hong Kong and Macao, and are subject 
to voluntary export quota controls. 
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Changes in Sino-Vietnamese Border Trade 


93CE0643A Beijing JINRONG SHIBAO in Chinese 
12, 13 May 93 p 1 


[Article by staff reporter Zhang Shumin (1728 3219 
2404): “Battlefield Transformed Into Market— 
On-the-Spot Report on Sino- Vietnamese Border Trade”] 


{12 May 93 p 1] 


[Text] Border trade has developed into diversified trade 
and has radiated out to more than 20 provinces and 
cities in China. Trade varieties have developed from 
purely agricultural and sideline products and manufac- 
tured goods for daily use to several hundred varieties 
including industrial raw materials, chemical industry 
products, and machine building and electronic products. 
The volume of border trade has greatly increased year by 
year: 1989, 460 million yuan; 1990, 890 million yuan; 
1991, 2 billion yuan; and 1992, 2.6 billion yuan. 


Making Border Areas Prosper Through Trade 


For a long time, because it is situated in a special 
geographical environment, Guangxi, especially its 
border area, has lost many valuable opportunities for 
economic development. The masses there have a jingle: 
“Other people rush to become comfortably well off, but 
we shoulder guns.” In the past decade Guangxi has been 
poor, and its finances for a long time have depended on 
state subsidies. 


The rise of border trade has brought favorable opportu- 
nities for accelerating the development of Guangxi's 
economy. Guangxi and Vietnam are llinked by common 
mountains and rivers, and the two lands have a strong 
mutual-benefit nature. In addition, between the border 
peoples the languages are interlinked, habits of life are 
interlinked, and there is a strong blood relationship—all 
of which provides superiorities for the development of 
border trade. 


In 1990, when border trade began to rise, leaders at all 
levels in Guangxi judged the hour and sized up the 
situation. They formulated the strategic policy of 
“making the border prosper through trade” as well as 
the guiding ideology of “bringing great advantages to 
border areas and benefitting the broad masses of 
border people.” 


Under the personal planning and command of the auton- 
omous region’s government, in a very short time eight 
trading centers, including Jingxipai Trunk Road, Dax- 
indi Village, and Ningmingai Store, were set up, thereby 
effectively opening wide trade passages and domains. 
The leaders formulated a preferential policy and encour- 
aged state-run enterprises to boldly take part in the 
policy. They timely organized professionals to go to 
Vietnam and make on-the-spot investigations and 
engage in sales promotion activities. After a series of 
highly effective moves were made, border trade rapidly 
headed from the stage of the very first border people's 
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spontaneous business toward a standardized, targeted, 
collective “great border trade” development track. 


Each Has Its Own Characteristics 


Based on the different geographical sites and actual 
circumstances, various border counties and cities in 
Guangxi have in succession set up a number of border 
trading centers, and each one has its own characteristics. 


Located at the foot of Jinji Shan [Mountain], Pingxiang’s 
Nongyao Center is three kilometers long, and down its 
middle is a cement walkway about seven meters wide. 
On the two sides of the walkway are simply built shops 
that follow the lie of the mountain. Because the road on 
the Vietnamese side is not yet finished and passable, the 
transporting of goods depends on men carrying them on 
their shoulders or backs. Every day about 8,000 people 
come to the center to do business, among them Chinese, 
Vietnamese, and also people from Malaysia and other 
Southeast Asian countries. Without going carefully into 
details, it is very difficult to distinguish who is from what 
country. Many Vietnamese are more fluent in the stan- 
dard Chinese language than the people of Guangxi. 
Especially brisk business is done in goods that are in 
great demand; foreign cats and foreign dogs fetch prices 
from several thousands to over ten th: “and yuan in 
renminbi. “ive kilometers from the Nong;4o Center is 
the Puhan Center, which does a lot of business. Its means 
of transportation are carts of one color. People there call 
it “backside-to-backside business,” because the tail ends 
of the carts of the two sides—Chinese and Vietnamese— 
face each other. Goods are exchanged right on the spot 
between carts, after which ready cash is paid in line with 
the prices agreed upon by the two sides. Not long ago the 
center began to build a “Sino-Vietnamese Street” with 
the intention of opering shops limited to selling duty- 
free commodities, so that the street will become a 
“special zone” for tourism and for purchasing goods. 


Ningming’s Aidian Border Trade Center sits back and 
waits for the Vietnamese side to come to it and sell 
goods. The spacious shop halls are fully stocked with 
goods—flour, batteries, cloth, tea, etc. After a Viet- 
namese cart crosses the line of boundary markers it pays 
10 yuan for an entrance ticket; then it can load up with 
selected goods and return across the border. 


In Dongxing Town trade and tourism are fused into one 
entity. At the market pedestrians jostle each other in 
crowds, there is a forest of shops, and street peddlars 
mingle. After either buying or selling, and spending 
several dozens of yuan, by a simple and convenient 
procedure one can board a ferryboat and go sightseeing 
on the Beilun He [River], which, for the visitor, is 
without a doubt a source of some satisfaction. 


{13 May 93 p 1] 
[Text] Prosperous Counties, Prosperous People 


The rise of border trade has rapidly taken the border area 
out of poverty and into prosperity. Before 1989 seven 
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border counties were poor counties; four of them were 
classified as state-level special poor counties, and every- 
year they got 43 million in state subsidies. Now, all seven 
counties have extricated themselves from poverty. The 
rate of Pingxiang City, which has a population of only 
90,000, has been the fastest; after 1989 its financial 
income doubled year after year, and per capita it now 
stands in the forefront of all Guangxi. In this city a little 
over 3,000 individual industrial and commercial house- 
holds have been issued permits to take part in border 
trade, and 95 percent of them have an annual income of 
more than 10,000 yuan, among which 25 households 
have bank deposits of | million yuan. 


Some villages near the border have become villages 
specializing in border trade. The border people’s income 
is a considerable figure, Aikou, a village in Pingxiang, 
can be called a model village in creating wealth. For- 
merly the villagers tilled the land to make a living, and 
they led a poor but clean and honest life. Now, by 
engaging in border trade, some familes have quickly 
become prosperous; small buildings, in which invest- 
ments of ten thousands of yuan or ever more than a 
hundred thousand yuan have been made, have sprung up 
like bamboo shoots after a spring rain. In a 65-year-old 
peasant’s home, this reporter saw: high-quality furnish- 
ings, a genuine leather sofa, and imported combination 
acoustical system, a color television set, a tape recorder, 
an automatic telephone, and also a Japanese-made 
Honda motorcycle worth several tens of thousands of 
yuan. It is said that in this village this home only 
qualifies as an upper middle class home. 


Revived Enterprises 


To open a vast market for Guangxi’s industrial procuts 
in the trade with Vietnam, a large number of enterprises, 
which, because of the domestic market slump, had 
landed in difficult circumstances, have been helped to 
get out of their “low valley,” and an expori-oriented new 
economic structure in which “the food of foreign trade is 
eaten” has gradually come into being. 


Becaue its domestic sales were poor, the Jingxi County 
Battery Plant was forced to stop the production of its 
Fire God batteries; now, production is going full steam 
ahead and it still cannot satisfy Vietnam’s demand. 
Fortyfour percent of the Naning Brewery's Wanli beer is 
sold for foreign trade. The sales volume of the white 
cement produced by the Hengxian County Cement Plant 
accounts for mnore than half of its total sales volume, 
and also its price is higher than that of the white cement 
sold domestically. 


In recent years Guangxi, by changing from exporting 
slow-selling commodities to importing a large number of 
raw materials in tight supply, like rubber, palm oil, 
manganese ore, and scrap copper and iron, has changed 
the past situation in which it solely depended on earning 
foreign exchange through exports or on buying and and 
bringing in to make up deficiencies. The low-priced raw 
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materials have given a number of enterprises that were 
on the verge of bankruptcy a new lease on life. 


At a foreign trade center, the big piles of Renminbi at 
face value of 50 and 100 yuan were not sorted and 
counted out one bill at a time; rather, they were ti 
in bundles and counted. In the centeral aisle of the 


imitation leather satchel there are several hundred thou- 
sands of yuan and even a million yuan in Renminbi, as 
well as huge sums of Vietnamese dong and Thai baht. 
These women are jokingly called by the local people “the 
women’s circulating bank.” Looking at the enormous 
sums of currency that constantly go in and oui of the 
women’s hands, many people who have come to the 
border from the interior for the first time, stare tongue- 
tied, and at the same time doubts suddenly grow in their 
minds. How can they count so much money? Wouldn’t it 
be easy to deceive people by mixing in several counter- 
feit notes? Wouldn’t there be robberies? 


In the initial stage of foreign trade, the relevant depart- 
ments stipulated that there could basically only be barter 
trade and that at the most a cash payment could not exceed 
30 percent of the price. However, following the constant 
expansion of foreign trade, the origins) way of settling 
accounts by the exchange of goods ‘did not meet the 
demand for actual development, and cash payments 
increased year by year. Now, except for an extremely small 
number of barter transactions and foreign exchange pay- 
ments, the grezt majority of transactions are cash pay- 
ments. In conducting a 30 million-yuan import and export 
trade, a certain company in Fangcheng County at one time 
drew cash from banks and paid the Vietnamese side 16.61 
million yuan. Because inflation in Vietnam is fairly high, 
China and Vietnam have decided to calculate prices in 
Renminbi and to make Renminbi the main means of 
payment, and have decided that for Renminbi and the 
Vietnamese dong there will gradually be formed a free 
floating rate of exchange. 


The Sino-Vietnamese border will never again be a bat- 
tlefield with the flames and alarms of war, the roar of 
cannon and the whine of bullets. With no hostilities on 
the southern border, commerce and trade are flour- 
ishing. There is now a surging tide of the Guangxi people 
taking great strides in pursuit of China’s reform and 
opening up to the outside world. 
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Shenzhen Vice Mayor on Post-1997 Relations 
With Hong Kong 


93CE0673A Hong Kong LIEN HO PAO in Chinese 
28, 29 Jun 93 


(Unatiributed article: “Li Guangzhen: Shenzhen-Hong 
Kong Border Will Not Change—After 1997 People of 
the Two Places Will Not Have Complete Freedom To 
Come and Go”} 
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[28 Jun 93 p 2] 


[Text] Shenzhen City Vice Mayor Li Guangzhen [2621 
1684 6966], when receiving reporters yesterday for an 
exclusive interview, pointed out that both before and 
after 1997 it will be impossible for people of the two 
places to have complete freedom to come and go. How- 
ever, the ties and cooperation between the two places 
will certainly further develop; and the level of inter- 
change will become increasingly higher and the scope of 
interchange will become increasingly wider. 


He emphasized that after 1997 Hong Kong will still 
practice capitalism and Shenzhen will still practice 
socialism; politically, they cannot be lumped together, 
and in particular cannot be blended into one entity. 


Moreover, h: added, in line with the demand for devel- 
opment of the two places, in the economic domain they 
will take further steps ‘n cooperation and interchange, 
including intercourse between people, goods, and com- 
munications, as well as interchange of economic rela- 
tions and trade and of laws and regulations. 


He thinks that economic overheating does not exist in 
Shenzhen, that all parts of the economic structure can 
kep up with the demand for economic development, and 
that there must be a further opening up of the dynamics 
for promoting capital construction projects. 


On the other hand, he admitted that at present, prices in 
Shenzhen tend to be high. He said the city government is 
taking effective countermeasures to lessen the potential 
for price rises. 


Moreover, the city government will strongly suppress 
excessively large real estate investment. Investments that 
are unsuitable for the development of the real estate 
sector have the effect of squeezing out urgently needed 
hydroelectric, telecommunications, and communica- 
tions basic projects. 


In summation, he said that the superiorities of the 
Shenzhen Special Economic Zone (SEZ) have not van- 
ished and that Shenzhen has many unique superiorities 
that are impossible for other places to replace. 


He hoped that more and more Hong Kong and Taiwan 
enterprises would enhance their cooperation with Shen- 
zhen in the fields of high science and technology and of 
capital construction. 


Yesterday Shenzhen was hit by a typhoon, and the wind 
and rain continued the whole day. However, Li Guang- 
zhen remained fully occupied with official business, and 
he received reporters for an hour-long special interview. 
Following are excerpts of this special interview: 


(Reporter) Will the border between Shenzhen and Hong 
Kong change either before or after 1997, and will their 
political and economic relations change? 


[Li Guangzhen] Neither before nor after 1997 will the 
border between Shenzhen and Hong Kong change. Hong 
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Kong will be a special administrative zone, and Shen- 
zhen is a special economic zone. 


When the time comes, Hong Kong will still be practicing 
capitalism and Shenzhen will still be practicing 
socialism; the two cannot be jumbled together. 


People of the two places want a situation in which there 
is complete freedom to come and go, but that is impos- 
sible. If there were really freedom to come and go, many 
mainland people would pour into Hong Kong, which 
could could not bear such a powerful pounding. 


The year 1997 is getting closer and closer, and in particular 
the economic and trade contacts and the traffic and port 
contacts are getting closer and closer. Shenzhen cannot do 
without Hong Kong; Hong Kong cannot do without Shen- 
zhen. The two coexist in mutual benefit and develop in 
common, and in this the levels are becoming higher and 
higher and the scope wider and wider. 


[Reporter] How does Shenzhen plan to link up with 
Hong Kong? 


[Li Guangzhen] Hong Kong is an internationalized city, 
and Shenzhen is a fairly closed place. How the two will 
link up is really a very important question for discussion. 


Shenzhen will move toward becoming an open interna- 
tionalized city, and will encourage enterprises to develop 
in Hong Kong as well as overseas. 


The links in port traffic between the two places are still 
not completely ideal; many people and container vehi- 
cles form long lines at the ports, and procedures need to 
be simplified. 


At present, the laws and regulations in Shenzhen and 
Hong Kong are different, and there are real difficulties in 
linking them. 


In addition, in port links a lot of work is still needed in 
the direction of finding funds and circulating funds. 


The two places cannot be blended into one entity (espe- 
cially in the political situation), but, in line with the 
demand for development, they will certainly further 
their cooperative interchange in the economic domain, 
including interchange in personnel, goods, capital con- 
struction, funds, laws and regulations. 


[Reporter] When can the general idea put forward by the 
mayor the other day of “dual-line management, dual- 
help circulation, dual-direction cooperation, as well as 
dual-port takeoff” be achieved? 


[Li Guangzhen] This is a topic for a feasibility study 
report and is not a policy currently in effect. These four 
goals involve complex relationships, and it is really very 
difficult to come up with a specific schedule for them. 


[Reporter] Does Shenzhen have a problem of economic 
overheating, and has Beijing ordered that action be taken 
to retrench? 
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[Li Guangzhen] Shenzhen does not have a problem of 
economic overheating. The entire economy is operating 
normally and is maintaining a high-speed, stable develop- 
ment. 


Of course, there are some problems, for example: 


First, the infrastructure cannot keep up with the demand 
for development. Especially in communications, water, 
electricity, as well as telecommunication facilities, there 
must be a vigorous forward push. 

Second, the scale of real estate investments is too large, 
causing capital construction investment to be too large. 
In fact, many urgently needed capital construction 
projects cannot keep up with the demand. 


Third, because of this there has been a big rise in prices. 
From January to May the cost of living index for the 
average worker rose 16 percent. 


In Shenzhen there has been no panic buying or price 
profiteering; goods and materials are abundant, and the 
situation is different than what it was in the 1988-89 
period. 

However, the government is paying close attention to the 
situation and has taken necessary measures, for example: 


First, we are now encouraging enterprises to get into 
capital construction, and at the same time we are inhib- 
iting the development of excessively large real estate 
projects. 


Second, the construction by villages and towns of factory 
buildings and multi-story buildings in Shantou and 
Tuiping must be controlled. 


Third, by making large-scale inspections of prices, devel- 
oping products, and stimulating circulation, we cause 
products flow into Shenzhen and increase supply. 


Fourth, we have expanded exports, loosened controls on 
exports, helped enterprises to make turnovers, and accel- 
erated the tax refund rate. 


Fifth, we have lightened the burden on exporters, and 
compensated overall planning foriegn exchange is no 
longer part of overall planning, so that the enterprises 
have more vitality. Relaxing price regulations helps to 
stimulate exports, and foreign exchange earned by 
exports helps imports and keeps import prices down. 


{29 Jun 93 p 2] 


[Text] When receiving reporters for a special interview, 
Li Guangzhen vice mayor of Shenzhen City, pointed out 
that Shenzhen has many superiorities that it is impos- 
sible for other places on the mainland to replace. Foreign 
businessmen still regard Shenzhen as the focus of their 
investment, and from it will spread out to various parts 
of the mainland. 


In addition, he revealed that the Shenzhen Huangtian 
Airport will be renamed the Shenzhen Bao'an Airport, 
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but after 1997 will not be incorporated into the Hong 
Kong Special Administrative Zone (SAZ). 


Shenzhen Plans To‘Open Up to International Entrepot 


He pointed out that the Shenzhen City government is 
studying and deliberating whether to permit foreign 
businessmen to engage in international entrepot trade, 
retail as well as wholesale business, in Shenzhen. 


By the end of this century he expects to see the per 
capital national income in Shenzhen reach 2,000 yuan in 
Renminbi, which is $5,000. 


Following are excerpts of the special interview: 


[Reporter] After Deng Xiaoping’s tour of southern 
China, Shenzhen’s superiorities seem to have been grad- 
ually replaced by other places on the mainland, and 
foreign businessmen and mainland firms have even 
moved from Shenzhen to the interior. How can Shen- 
zhen again create superiorities? 


[Li Guangzhen] After Deng Xiaoping’s tour of southern 
China, the mainland accelerated reform and opening up 
to the outside world, and economic development entered 
a new stage. The preferential policies for many SEZ’s 
also suited the interior’s development zones, and Shen- 
zhen appeared to have no special features. 


Actually, this is not the case. It is impossible for other 
places on the mainland to replace Shenzhen’s many 
superiorities, for example: 


First, Shenzhen has a foundation of 13 years of reform 
and opening up to the outside world, and the interior 
cannot catch up with it in one or two years. In particular, 
the Shenzhen people’s ideas as well as their many talents 
are even more a superiority. 


Second, Shenzhen, which border on Hong Kong, is the 
mainland’s window for overseas intercourse, and it is 
very difficult for other places to replace it in this respect. 


Toward the Goal of C 
Burts Fen Becoming a Completely 


Third, in the past the preferential policy for Shenzhen 
was not given full play, and there is unprecedented scope 
for broad development. For example: bonded industrial 
zones and bonded capital goods markets can still be 
expanded, so that even more raw materials are made 
duty free, thereby finally obtaining the goal of becoming 
a completely duty-free port. 


Fourth, Shenzhen has Shekou Port, Mawan Port, as well 
as Jiantiao Port. These ports will be developed into 
duty-free ports and finally become tranfer ports for 
international trade. 


Fifth, Huangtian Airport will become a duty-free airport, 
and aircraft from other countries that are on one-way 
scheduled flights will be permitted to fly to Shenzhen (for 
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example: opening an air route from Bankgok to Shen- 
zhen), so that the airport becomes a major international 


airport. 


Shenzhen will further display its superiorities and again 
create superiorities, gradually catching up with Asia’s 
Four Small Dragons. 


[Reporter] Will Huangtian Airport be incorporated into 
the Hong Kong SAZ? 


[Li Guangzhen] Huangtian Airport will change its name 
to the Shenzhen Bao’an Airport, and will become a 
branch air route of Hong Kong’s Kai Tak Airport. 


Huangtian Airport, which went into operation in 
October 1991, last year handled 1.66 million person- 
times of passengers, opened a total of moure than 40 air 
routes, and every week conducted 250 flights. 


It is estimated that this year it could handle 2.8 million 
person-times, in 1995 it could handle 5 million person- 
times, and by the end of this century it could handle 10 
million person-times. 


People in the peripheral areas can make full use of this 
airport, which will not be replaced by Hong Kong’s Kai 
Tak Airport. 


[Reporter] Many foreign businessmen are disposed to 
engage in international entrepot trade, retail as well as 
wholesale. When will they be able to do so? 


[Li Guangzhen] The Shenzhen City government is 
actively studying this question aid hopes to make a 
breakthrough soon. 


Hong Kong is an international transit port, and many 
goods and materials are shipped to Hong Kong for 
transit. Why wouldn't they also be shipped to Shenzhen 
for transit? It is hoped that foreign businessmen will be 
able as soon as possible to engage in the international 
entrepot trade business. 


The Shenzhen City government at the same time is 
considering the establishment of a supermarket similar 
to those established by U.S. and Dutch societies, as well 
as the establishment of a wholesale center for clothing, 
genera! merchandise, and industrial products. 


Japan’s (Seibu) Department Store Company is 
advancing into Shenzhen’s retail market. 


[Reporter] Shenzhen’s infrastructure cannot keep up 
with the demand for economic development. How can 
this situation be improved? 


{Li Guangzhen] By the end of this century, the Sudu 
Tuizhan Capital Construction Project, in which the 
Shenzhen government invests 20 billion yuan in ren- 
minbi annually, will have an investment volume 
exceeding 100 billion yuan in renminbi. 
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When the Gross National Product (GNP) reaches 80 
billion yuan, if the population is controlled at 3 million, 
the per capital natiional income will be 20,000 yuan in 
Renminbi, which is $5,000. 


[Reporter] How will Hong Kong and Taiwan enterprises 
help Shenzhen’s economic development? 


[Li Guangzhen] The advanced experiences, technologies, 
talented persons, as well as laws and regulations of Hong 
Kong and Taiwan are positive things for Shenzhen to 
draw lessons from and introduce. 


I hope that Hong Kong and Taiwan enterprises will 
import more funds and invest in high science and 
technology industries and capital construction projects, 
and set up large-scale enterprise groups, in order to help 
Shenzhen develop. 


For example: Huangtian Airport, Yantian Port, and the 
Underground Railway (Light Rail) are all worthy of 
participation in capital construction projects. 


[Reporter] After the Guwang talks, what is the situation 
with respect to Taiwan businessmen’s investment in the 
mainland? 


[Li Guangzhen] After the Guwang talks, the general 
trend is for economic cooperation between the two sides 
of the strait to gradually strengthen. This is an irresistible 
trend that is impossible to stop. 


In economic affairs there are no divisions of national 
boundaries, and ideology does not matter; an enterprise 
only asks where it can make money, and then it will go 
there. 


Investment by Taiwan businessmen is rapidly 
expanding, and it has become Shenzhen’s second largest 
source of foreign capital. I hope Taiwan’s large enter- 
prises and its high science and technology industries will 
make more investments in Shenzhen. 


[Reporter] Foreign businessmen and mainland entrepre- 
neurs in the recent period have one by one moved from 
Shenzhen into the interior to develop. Does their faci- 
nation with Shenzhen seem to be receding? 


[Li Guangzhen] Even if Shenzhen is short of funds it still 
is glad to see funds drawn from it and sent to the interior. 
Actually, there is no harm in this to Shenzhen; on the 
contrary, it shows the effect of two-way exchange and 
mutually beneficial coexistence. It is a very normal 
phenomenon for some labor-intensive and low-level 
industries to move to the interior for development, and 
it is not worth worrying about. 


[Reporter] Shenzhen’s public security situation is grimn, 
and the life and property of Hong Kong and Taiwan 
firms are often endangered. What is being done about 
this? 


[Li Guangzhen] Shenzhen is strongly cracking down on 
crime, and is sorting out and reorganizing its public 
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security ranks, in order to ensure the security of the life 
and property of Hong Kong and Taiwan firms, so that 
everybody works in peace and contentment. 


The quality of some basic-level public security personnel 
is low, and they even collude with the Hong Kong 
underworld. The Shenzhen City government is going all 
out to rectify them. 


Eighty percent of the criminals come from the interior, 
and they have a great adverse effect on public security. 
The Shenzhen government is studying and planning 
effective countermeasures. 


LABOR 
Labor Leader R on Foreman T at 
eports raining 


93CE0726B Beijing GONGREN RIBAO in Chinese 
7 Jul 93 p 3 


[Article by Zhang Fuyou, member of the secretariat of 
the All-China Federation of Trade Unions: “A Team Is a 
Big School—A Message to My Foreman Friends”’] 


[Text] Not long ago, when the “National Training 
Course for Outstanding Foremen” jointly sponsored by 
the economic work department of the All-China Feder- 
ation of Trade Unions [ACFTU] and GONGREN 
RIBAO opened, I visited with the trainees of the first 
session at Beidaihe, and saw that the foremen were very 
enthusiastic. That session of the training course aroused 
strong reactions from foremen nationwide. It is said that 
the next few sessions were also very successful. This 
shows that the foremen themselves urgently desire to 
improve their own quality, love their own jobs, and are 
willing to study hard. 


This instance itself also shows that the GONGREN 
RIBAO supplement, “Team World,” is deeply rooted in 
the production front-line and the foremen. “Team 
World” has strong gathering power, and has attracted 
foremen at large. Therefore, I would like to express my 
profound gratitude to Comrades Editors of “Team 
World” and the comrades at GONGREN RIBAO. 


The central idea that I want to convey here is that it is 
necessary to make the team a big school. 


First, teams are cells within an enterprise. An enter- 
prise’s work on production operation, scientific and 
technological progress, and democratic management as 
well as the enterprise’s effort to move toward the mar- 
ket—as is now often discussed—all has to be carried out 
at the team level. Only by managing well the teams so as 
to make the them full of vigor, would an enterprise be 
able to have vitality. Competition among enterprises is 
now very intense; the quality of a product has to be good, 
while the price of a product has to be low. In such a 
situation of competition, it is necessary that the teams 
would find ways to raise labor productivity, lower cost, 
reduce material and energy consumption, and improve 
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product quality. In short, the matter is closely related to 
the quality of members of our teams, and is especially 
related, in a significant way, to the management capabil- 
ities and professional competence of the foremen. In this 
sense, the team-management work has significant 
bearing on the national market and even the world 
market. Therefore, we should give great emphasis to the 
— work, and to improving the quality of 
oremen. 


Second, since the start of the reform and opening to the 
outside world, all—including the CPC Central Com- 
mittee, the State Council, governments at all levels, 
and enterprises—have been giving unprecedented 
emphasis to the team-management work. We at the 
ACFTU have held, in succession, several experience- 
exchange conferences on the team-management work 
and meetings honoring outstanding teams, and issued 
a series of documents. A large number of our foremen 
have grown on their jobs. The team is a place where 
talents are developed. Historically speaking, some of 
our leading comrades came from the front- 
line—teams—and the team is truly a big school where 
people go through trials and tests. 


Third, over the decade and more, the CPC Central 
Committee has always made as its consistant guiding 
policy wholeheartedly relying on the working class. Of 
course, there have been tortuous developments in prac- 
tical work. For instance, at one time, some localities and 
Organizations showed a tendency to emphasize only 
diplomas. As a result, many outstanding foremen failed 
to get promoted to more appropriate positions, resulting 
in damages to the foremen’s enthusiasm for a time. The 
CPC Central Committee discovered this problem in 
time, and solved problems of this kind in an appropriate 
way. Many localities have broken down the barrier 
between workers and cadres. Workers can become 
cadres, and cadres can also become workers. Large 
numbers of outstanding workers have emerged through 
being in the team—the big school. In this sense, teams 
play a very important educational role. 


The reason why a team can become a big school is that 
under today’s new situation regarding the reform and 
opening to the outside world, the scope of the team- 
management work has been continuously expanded. 
Such things as production operation, scientific and tech- 
nological progress, democratic management, and even 
ideological and political work as well as income distri- 
bution will all be fully embodied in the affairs of teams. 
All the work involved here is very specific, very concrete, 
and very detailed. As the saying goes, the sparrow is 
small but has all the five organs. As a drop of water can 
reflect the light of the sun, a team can also be a reflection 
of the entire enterprise or even entire society. The team 
provides a broad space where foremen can grow. 


Therefore, all worker comrades who intend to make 
active contributions to China’s cause of reform and 
opening to the outside world and of construction should 
all give emphasis to the team-management work, and 
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should experience storms and all kinds of things, temper 
themselves, increase their own abilities in the big school 
of the team, so as to make themselves truly “four haves” 
employees, thereby making greater contributions to 
China’s great cause of socialist construction. 


(Editor’s note: When the sixth session of the first 
National Training Course for Outstanding Foremen con- 
cluded, Comrade Zhang Fuyou was unable to attend the 
closing meeting. After the meeting, he specifically asked 
to see this reporter and met this reporter. This article was 
written through rearranging his remarks.) 


Capital Steel Trains Workers for Multinational 
Duties 


93CE0726A Beijing GONGREN RIBAO in Chinese 
3 Jul 93 pl 


[Report by Guo Ping, Fu Chaoying, and Zhao Xinjian: 
“The Capital Steel Corporation Sets Off an Upsurge of 
Learning General Knowledge and Skills—The Enter- 
prise Sets the Goal of Becoming the Best in the World”’] 


[Text] “Every employee should become competent for 
his job, master the relevant foreign langauge, and be able 
to operate a computer.” This is the strategic decision 
made by the Capital Steel Corporation for the purpose of 
making the corporation a first-class multinational corpo- 
ration in the world. Currently 60,574 employees have 
satisfied the “two tests” requirements, and are called the 
enterprise’s “versatile warriors.” 


The Capital Steel Corporation, which is the best in the 
world in many areas, has been substantially increasing its 
degree of modernization and improving the quality of 
employees. Last year, after Comrade Deng Xiaoping 
inspected the Capital Stee! Corporation, this enterprise 
set the new goal of “turning the enterprise into a first- 
class multinational corporation in the world by 1995.” 
In order to reach that goal, the Capital Steel Corpora- 
tion’s party committee and factory committee formu- 
lated the Decision To Quickly Set Off a New Upsurge of 
All Workers Learning General Knowledge, Technical 
Skills, and Job-Related Knowledge. Zhou Guanwu, sec- 
retary of the party committee and chairman of the 
factory committee, put forward the demand that all 
employees “study very hard for two years so as to get 
onto a higher floor in life.” The corporation has revised 
requirements relating to technical ranks and the pay 
scales applicable to all in the corporation, from the 
general manager to ordinary employees. The wage 
reform plan issued this year stipulates that employees 
should pass the “two tests”’ which are tough, that is, that 
it is still necessary to pass the tough technical-rank test 
after passing the performance examination relating to 
completing assigned jobs. Those employees engaged in 
production work, only those who have satisfied the 
requirements regarding major skills, foreign language, 
and computer operation would be able to reccive raises 
according to the new pay scales. In this regard, a person 
who has satisfied the requirements with regard to one 
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skill can receive a half-step pay raise, and a person who 
has satisfied the requirements with regard to major skills 
can receive a 85 percent pay raise according to the new 
pay scales. 


In order to help employees improve their own technical 
skills and job competence, the Capital Steel Corporation 
Organized general-knowledge and technical training 
courses of various types. Since the start of this year, the 
Beijing Iron and Steel Corporation—a subsidiary of the 
Capital Steel Corporation—alone has organized 1,155 
training courses, and over 55,000 people attended the 
courses at different times. In order to make the teaching 
and learning more effective, the factories and mines in 
the Capital Steel system have established 17,802 mutual- 
teaching groups. Employees teach each other and learn 
from each other, complementing each other and bene- 
fiting from each other’s strengths, thereby achieving 
prominent results. Proceeding from the actual situations 
of their jobs, employees at large have also created 
various, flexible study methods, such as on-site technical 
analysis meetings, every-day question-and-answer ses- 
sions, skill-related performance contests, and foreign- 
language knowledge seminars. According to incomplete 
Statistics, over 600 employees have now bought com- 
puters with their own money. 


The widespread study activities have brought about new 
changes. According to statistics, since the start of this 
year, the Capital Steel Corporation has broken many 
squad-output records and daily-output records. The sum 
of the number of records broken and the number of 
times the records are broken is over 1,700. In January- 
May, the profits created by the entire corporation and 
the foreign exchange earned by the entire corporation 
increased by 60.21 percent and 82.06 percent respec- 
tively over the same period last year. 


POPULATION 


Problems of Rural Family Planning Work 


93CE0749A Beijing RENKOU YANJIU 
[POPULATION RESEARCH] in Chinese 
No 81, 29 May 93 pp 62-64 


\|Article by Zhu Fangling (2612 5364 3781), of the 
Family Planning Commission, Xun Yi County, 
Shaanxi: “Problems and Countermeasures of Rural! 
Family Planning”’] 


[Excerpt] [passage omitted] 
I. Difficulties and Problems 


1. The minds of cadres tend to produce two types of 
consciousness. Economic development and control of 
the population are two aspects of the same problem, with 
the population problem actually being an economic 
problem as well. If we only grasp material production 
while relaxing birth control, whatever achievements we 
may attain in economic construction will be cancelled 
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out by the growth in population. But in the current 
feverish wave of opening and reform, with accelerated 
economic construction, grass-roots level leadership and 
cadres face this dilemma: should they maintain the two 
types of production simultaneously, or should they con- 
centrate on the economy, ignoring birth control work? 
The latter view is more popular here. It is chiefly 
expressed in this way: |) Party and administrative 
department leadership are putting less energy into birth 
control work. The tide of economic development and 
opening and reform is coming with tremendous force, 
leaving heads of the party and administrative depart- 
ments without the energy to manage birth control work. 
2) Some leaders in certain regions are unaware of the 
relationship between controlling the population and 
developing the economy, so that when they concentrate 
on economic construction, they spend too little time and 
energy on birth control work, even to the point of 
neglecting it altogether. For example, they are tight- 
fisted when it comes to funds and staff training for 
population control. They lack long-range vision in this 
area. 3) Although in some places the birth control target 
responsibility system is in place as the economic devel- 
opment system, it has not always been implemented. The 
target administration system does not work in birth 
control and family planning. 


2. The accomplishment of our mission is hampered by 
extremely unsuitable management teams. Population 
control is a basic policy of China, an important matter 
related to the rise ard fall of our nation, and one that 
cannot be relaxed anyway. But the staff responsible for 
implementing the work is really unqualified. When the 
economic system has been reformed in depth, it will be 
difficult to apply the current staff to the work at hand. 


China is a developing country with the world’s largest 
population. At present, there are on average 320 million 
fertile women each year, and a peak period of births is 
approaching, confronting China with a shock wave of 
population growth. Recently, every year has seen more 
than 22 million people added to the population, for a net 
increase of about 17 million, approximately the total 
population of Afghanistan or Czechoslovakia. Based on 
this net annual increase of 17 million, the proposed 
original goal of stabilizing China's population at 1.2 
billion by the year 2000 will be broken through. At that 
time, the population will be surpass | .3 billion. Based on 
relevant documents, the rate of multiple births is about 
15.6 percent a year, that is to say, nearly 3.5 million 
children beyond the one-child limit are born every year. 
About 10 percent of all children are born when their 
their parents are too young, that is to say, over 2 million 
people are born because their parents married too young 
and have children too early. In addition, about 550,000 
of these multiple births are too parents who are too 
young, and this is 32.35 percent of the annual population 
increase. This is why the work of controlling population 
is so difficult. But the staff who implement family 
planning arc very unqualified: for one thing, grass-roots 
units are flawed, and lack first class administrators. 
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There are too few of these grass-roots units, especially at 
the village level. There are no full time birth control 
officers in village level units: over 80 percent of them are 
directors of the local women’s association or township 
doctors concurrently in charge of family planning; only 
20 percent of them are full time cadres. It is the grass- 
roots units at the village level which are aware of the 
situation of each family’s production, life, marriage, 
family, birth and death, etc., and it’s the key link in 
quality birth control work. So it is extremely important 
that we strengthen the building of village level units and 
the education of the people to do a good job of birth 
control. But right now, the household contract responsi- 
bility system is spreading throughout our rural areas. 
This system, which links remuneration to output, and in 
which the family is the main work unit, is making birth 
control work more difficult. In these circumstances, 
birth control is even more understaffed. Looking at the 
township level, we see that most townships have only 
one full time family planning worker. Second is the trend 
to lower quality staff. Birth control workers must have 
administrative talents in propaganda, organizing, coor- 
dinating, statistical analyses and conclusions, etc. as well 
as knowledge of Marxist-Leninist population theory, 
eugenics, medicine and psychology, etc. Birth control 
worker quality is commonly lower, with a lack of profes- 
sional knowledge, in the two most vital levels, township 
and village. Third, salaries are low, and this kills 
worker's enthusiasm. Implementing family planning is a 
difficult and complicated process, and those who devote 
themselves to this effort work hard, and are not easily 
upset by criticism. Cadres working at the township and 
village level have it especially difficult: they work for 
years in grass-roots units, suffering the intense heat of 
summer and extremely cold winters, crossing mountains 
after mountain as they visit villages and families. Some- 
time they even are abused and physically attacked 
because they are implementing family planning mea- 
sures. Family planning workers should be respected 
throughout society, but today, most of these cadres are 
are treated badly, and their village level subsidies are not 
guaranteed. Their social standing tends to be low, and 
they have very little opportunity for advancement. This 
deters family planning cadres from having maximum 
enthusiasm for their work. 


3. The administrative system is inflexible, and family 
planning is complex. China has worked on family plan- 
ning for over 20 years, but for a variety of reasons, our 
administration in this area lags far behind the practical 
administrative system demanded. There still is no theory 
of administration which explains scientifically the prac- 
tical nature of family planning, and completely and 
efficiently supervises current birth control practices. 
With the swift development of rural economic system 
reform and the social economy, the contradiction 
between this sort of administrative system and actual 
practice becomes increasingly prominent. First, since the 
restructuring of China’s economic system, the improved 
income and living standard of farmers not only has not 
altered their desire to have more children, but has 
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actually enouraged it. With the implementation of the 
household land responsibility policy, the collective func- 
tion and powers of the village have decreased, leading in 
turn to a loss of power of the original administrative 
methods from top to bottom, and family planning has 
become passive, so that administrators effectively lose 
much of their powers. Second, opening and reform have 
broken through the rigidity of rural population residence 
and their being sealed off from communication, so that 
some farmers have become part of the mobile popula- 
tion. No matter whether it be in their economic base, 
their livelihood and production, or their thought and 
ideas, things are changing daily in the rural areas. These 
varieties of changes have made current administration 
methods far from what is needed now. It is urgent that 
these methods be changed. Third, the masses of people 
of child bearing age have different characteristics, are far 
different in their makeup, and are changing in their 
psychology, but current administrative methods make it 
very difficult to meet these differences and changes. 
Fourth, there is an increasingly acute contradiction 
between the is the contradiction between the complexi- 
ties of legal multiple births and the single-minded 
adminstrative function of family planning. “People can 
always find ways around goverment policies” renders 
current administrative practices passive in every regard. 
Fifth, enforcement measures are weak, and so inade- 
quate for dealing with the variety of legal and extra-legal 
multiple births as to almost be a case of letting things 
take their own course. Peasants do not fear administra- 
tive punishment, nor does party discipline have any 
effect on them either, while it would be inappropriate to 
inflict criminal penalties cn peasants for having too 
many children. Only financial penalties have been effec- 
tive to any degree, but even these are disregarded by 
peasants who are prosperous. Sixth, the administrative 
system is inappropriate. Today, there is a gap between 
administration of family planning workers at the local 
level and what is contained in state regulations. The 
relationship between each family planning committee 
and its subordinate offices is one of work supervision. 
The power to transfer personnel is at the local level, and 
family planning committees have no rights to intervene. 
Since some cadres at the subordinate level feel that the 
loca! office controls their future, they only have their 
local leader in mind and do not support the regulations. 
There are frequent instances of work inefficiencies; for 
example, some full time township family planning 
workers are incapable of sending in the standard popu- 
lation report form on time. 


4. There is an unbalanced social environment and 
formidable obstacles. First, more children add to a 
family’s labor capabilities and bring it greater potential 
for developing financially. The children support one 
another and help each other gain wider social relation- 
ships and opportunities, speeding up their getting out 
of poverty and becoming rich. Second, male offspring 
can shield the elderly from shortiges of financial 
resources and the necessities of life. Third, more chil- 
dren and more relatives can mean greater influence 
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and a higher position in society. Fourth, having more 
children has little negative impact on a family’s finan- 
cial situation. For example, there is no connection 
between family planning and such practices as allo- 
cating land based on the number of individuals in a 
family, distributing village funds based on family, 
policies on agricultural production loans, becoming 
city residents, etc. Under these circumstances, every 
phase of rural family planning work is very difficult. 


5. Administration of contraceptives and surgical steril- 
ization is dependent solely on health departments. These 
are very important means of accomplishing the goals of 
family planning through scientific and effective birth 
control measures. Because the targets in our family 
planning mission are people, there are higher require- 
ments for contraceptives and other birth control tech- 
nology. These must be of high safety and efficency as 
well as cheap and convenient. Today, rural birth control 
technology and contraception are far from what family 
planning work needs. First, in most of China, birth 
control technology is implemented by health depart- 
ments, and many places lack even one birth control 
technology station, while at others the level of tech- 
nology is poor, or the service stations’ technology is 
adequate for what is required. Some township service 
stations are capable only of performing ring settings and 
induced premature births, while some places can’t even 
do these things. Implanting devices and sterilization 
operations are mainly the preseve of health departments. 
This lack of ability to work independently results in a 
separation of administration and technology. Second, 
many women of child-bearing age have little knowledge 
of birth control and contraception. They have no idea 
what means they should choose: over 80 percent of the 
women in rural areas are really aware only of device 
implantation or tubal ligations, but know very little 
about other methods. Nearly all of them except those 
who have contraindications choose to have rings 
implanted after a first birth and a tubal ligation after the 
second, but they do not make these choices on the basis 
of their personal situations. Third, in some places there 
is insufficient administrative understanding concerning 
birth control pills, so that the use of these pills is put in 
Opposition to tubal ligations and intrauterine devices. In 
fact, there is no contradiction between birth control pills 
and the devices; they can be coordinated to complement 
each other flexibly. For example, the pill can be used if 
the surgical procedure to istall the devices is unsuc- 
cessful, or they cannot get on the quota for that year. Due 
to problems of understanding, some localities lack full 
time contraceptive managers, while other localities expe- 
rience delays in delivery of the pills are supplied. 
Because of these imperfect means of distribution, inci- 
dents of failure sometimes occur. Fourth, the side effects 
cannot be ignored. 


The side effects of birth control pills make women suffer 
discomfort and even pain, with some women having long 
periods of nausea as a result of taking them. This has a 
bad influence on work and family. Some women have 
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chosen to not select alternative contraceptive measures 
after their devices failed, and a significant number of 
women have had more than one abortion after their 
birth control measures were unsuccessful. The inadequa- 
cies of our family planning work are making a difficult 
task even more difficult. [passage omitted] 


AGRICULTURE 


Ways Agriculture Sector Can Prepare for GATT 


93CE0658A Beijing ZHONGGUO XINXI BAO 
in Chinese 31 May 93 p 2 


[Article by Zhang Xiu (1728 4423) and Shi Kai (4258 
1956): ““How Agriculture Should Face ‘Return to 
GATT] 


[Text] Set up market regulation mechanisms and guide 
peasants toward markets. Vest peasants with the right to 
take the initiative in their own businesses, let the peas- 
ants fully apply the law of value and the principle of 
beneficial results, and let them guide agricultural pro- 
duction. Center on market regulation of the agricultural 
planting structure as well as the urban-rural relationship 
structure. Under the premise of ensuring stable growth in 
the total supply of agricultural products, loosen the grip 
on production plans, make the agricultural product 
structure better suit the changes in the market demand 
structure, gradually lessen the difference between 
industry and agriculture, and increase peasant income. 


Set up comprehensive development mechanisms for agri- 
culture and obtain extensive economic results. First, with 
regard to the existing agricultural production resources, 
develop from a high starting point and in seriation, form 
a new productive force, and strengthen the reserve force 
for agricultural production. Second, enhance the social- 
ized services system in agriculture. Third, carry out 
agriculture region development. Fourth, develop prod- 
ucts well and build a number of agricultural leading 
enterprises. 


Set up scientific and technological mechanisms for pro- 
moting agriculture, and enhance the competitive superi- 
ority of agricultural products. The transformation for 
agricultural scientific and technological results is now 
only 30 percent, and, compared with the 70 - 80 percent 
transformation rate in developed countries, is extremely 
low. For this reason, by setting up scientific and techno- 
logical mechanisms for promoting agriculture, the 
market competitive forces will be strengthened through 
improvement of product quality. Set up systems for 
polarizing scientific research and science and technology 
in agriculture, coordinate scientific and technological 
funds, and achieve a “fist” effect. Set up market opera- 
tion mechanisms and invigorate rural commodity circula- 
tion. First, loosen the management of agricultural prod- 
ucts, and accelerate the reform of the agricultural 
product circulation system and the agricultural product 
price system. The state must, as soon as possible, loosen 
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the management of agricultural products and the con- 
trols on their prices, and achieve the commercialization 
of agricultural products. Second, develop markets and 
perfect the agricultural product market system. Set up, at 
different levels, agricultural and sideline product pri- 
mary markets and regional wholesale markets as well as 
central wholesale markets. On the basis of spot wholesale 
markets, develop agricultural product futures markets 
and go on to develop in the direction of comprehensive 
specialized markets. Third, invigorate rural commodity 
circulation; form an agricultural and sideline product 
circulation group with state-owned large- and medium- 
sized enterprises as the cutting edge and with participa- 
tory shares and controlled shares as the mode, first-line 
domestic and foreign markets, second-line agricultrual 
and sideline product bases and households, as well as an 
organic whole of production, processing, and marketing, 
and a coordinated process of agriculture, industry, and 
commerce; and promote the development of agricultural 
product circulation in the direction of group formation. 


Set up financing mechanisms and cultivate rural money 
markets. First, appropriately relax controls on rural 
financial organizations and facilities, and encourage 
the development of diversified financial organizations. 
Second, develop horizontal regional money markets 
and vertical daily interest rate loan markets. Third, 
change the Agricultural Bank’s operating mechanisms, 
set up market credit mechanisms with the market as 
the guide and returns as the center, and move in the 
direction of changing to a state-owned commercial 
bank. Fourth, develop the rental business, open for- 
eign-capitalized and Sino-foreign joint venture banks, 
and attract foreign capital. Fifth, formulate financial 
laws and regulations, enhance the management of rural 
money markets, and promote the growth and perfec- 
tion of rural money markets. 


international markets. First, reform the agricultural 
product foreign capital system. Vest enterprises with the 
right to take the initiative in their imports and exports, 
reduce the scope and number of permits in international 
trade, and put into practice operating mechanisms for 
making organic trade, industry, and agriculture. Second, 
formulate a strategy for the long-term development of 
agricultural foreign trade. Third, with the international 
market as the guide, set up export commodity bases, so 
that the the dispersed exported agricultural products 
become standardized and formed into groups and so that 
the agricultural product export structure is optimized. 
Fourth, pursue pluralism in agricultural product export 
markets. Fifth, encourage the establishment of private 
and joint venture enterprises that earn foreign exchange 
through the export of agricultural products. 


Set up agricultural protective mechanisms and strengthen 
and develop reserve forces. First, formulate an agricul- 


tural protection policy. Make full use of the relevant 
provisions of GATT to protect, in an appropriate mea- 
sure, the production and trade of the main agricultural 
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products. Second, increase investment in agriculture. 
Third, give peasants subsidies to buy the agricultural 
means of production. Fourth, set up central and local 
reserve systems for all types of agricultural products, and 
set up markets that take in and send out agricultural 
products in large quantities and that regulate agricultural 
products. Fifth, set up an agricultural product reserve 
fund, agricultural output special-item regulation fund, 
and agricultural product disaster relief fund. Sixth, set 
up an agricultural product risk fund to take care of losses 
to agriculture caused by risks. Seventh, the state must, as 
soon as possible, forumlate a “Basic Law for Agricul- 
ture,” “Agriculture Investment Law,” and “Agricultural 
Development and Investment Law,” all of which are to 
manage agriculture in accordance with law. 


Set up economic information mechanisms that serve mar- 
kets and agriculture. Set up a unified, unblocked infor- 
mation network that timely transmits information on 
domestic and foreign markets, including information on 
technology, market conditions, and varieties. 


State Council Passes Food Development Plan 


93CE0724A Beijing JINGJI RIBAO in Chinese 
13 Jun 93 pp 1, 3 


[Report: “China’s Food Structural Reform and Develop- 
ment Program for the 1990's (Examined and Approved 
by the State Council's 220th Prime Ministerial Admin- 
istrative Conference on 9 February 1993)"} 


[Text] Food is the key material basis for human existence 
and development. As China’s economy has grown and 
our people’s living standards have improved, the Chi- 
nese people’s food situation has undergone a profound 
change, beginning to enter a new key development stage. 
Providing timely guidance to China's food structure 
reform and adjustment, in order to promote the bal- 
anced development of food production and consump- 
tion, and establish as quickly as possible a scientific and 
rational food structure, has become a very pressing and 
crucial mission that will affect the improvement of the 
overall quality of life in China and our national eco- 
nomic development and prosperity. In these interests, 
we have specially drawn up this food structure reform 
and development program for China in the 1990's. 


I. China’s Food Development Status Quo 


1. Since the founding of the PRC, the Chinese people's 
food situation has undergone a great change. Since the 
early 1980's, in particular, China’s food development 
has accelerated, markedly improving our food structure. 


—Our food output is up sharply. In the 1980's, China's 
overall grain output steadily rose to a new height of 
400 billion kg, pushing our per capita grain output up 
to nearly 400 kg, thus ending China’s long grain- 
shortage history, and laying the key foundation for 
ensuring the basic grain-consumption needs of the 
Chinese people and faster development of animal- 
food production. Our livestock and aquatic products 








these constitute the key material basis for the Chinese 
people’s improved diet and nutrition. 

—Our people's food consumption quality is rising 
quickly. By 1990, the Chinese people's per capita 
consumption of meat, eggs, dairy, and aquatic prod- 
ucts had reached 20.1 kg, 6.3 kg, 4.2 kg, and 6.5 kg, 
respectively, all up more than 100 percent from 1978. 
Our consumption of foods, such as fruits and vegeta- 
bles, is also up sharply. Our increased consumption of 
animal and other foods is beginning to partially 
replace grain consumption. Our per capita grain con- 
sumption began to drop yearly in the last half of the 
1980's, being down from 1986's 253 kg to 239 kg by 
1990, for an average annual decrease of more than 3 
kg, which has steadily raised our people’s food con- 
sumption quality. 


—Our food nutritional structure is markedly improved. 
In the 1980's, the key nutrients in the Chinese people's 
diet experienced a rapid growth momentum. By 1990, 
our per capita daily energy supply had reached 2,680 
(sic) kilocalories, with its 70.2 g of protein and 56.8 g 
of fat approaching average world levels. 


2. As our output and demand have further grown, the 
irrationalities in China’s food structure and consump- 
tion have become increasingly evident, making adjust- 
ment of China’s food development and structure a 
matter of great urgency. 


A) The Chinese people’s food consumption level is just 
passing the sufficiency line, with our food consumption 
being essentially a “high grain-diet” type, and our overall 
nutritional level still quite low. The percentage of animal 
protein in our diet remains clearly below the world 
average, as well as that of Asia and developing countries. 
In addition, the economic backwardness in parts of 
China still leaves some tens of millions of people not yet 
having completely solved their food sufficiency problem. 
As China has a huge population and little arable land, 
which conditions will be hard to change for a long time 
to come, our increased economic development and 
social purchasing power are going to bring increasingly 
greater food-demand pressures. 


B) China's current food consumption still contains cer- 
tain obvious irrationalities. 1) High quality protein foods 
make up a small percentage of our food consumption, 
with not only our animal foods consumption being quite 
low, but also our legume food consumption being clearly 
too low and growing slowly. 2) As to animal foods, 
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lower-protein-content and higher-grain-consumption 
pork accounts for a high 80 percent, while higher- 
protein-content and lower-grain-consumption poultry, 
eggs, dairy, fish, and herbivorous animals account for 
too little. 3) Certain nonscientific and uncivilized con- 
sumption habits still exist. Consumption of alcohol, 
spirits, is excessive, with the consumption of low-quality 
spirits growing too quickly, our waste of foods, particu- 
larly high quality ones, due to concentrated consump- 
tion, is still quite severe. 4) Food consumption imbal- 
ances remain quite glaring, with the state of surplus 
nutrition coexisting with poor nutrition getting worse. 
On one hand, diet imbalances or nutrition surpluses 
have begun to cause the appearance of “diseases of the 
wealthy,” while food variety monotony or incomplete 


and multi-vitamin deficiencies in the North. 


So China’s food work in the 1990's is going to be faced 
with very urgent and enormous tasks: On one hand, we 
will need to sharply increase our food output, in order to 
meet our people’s daily growing food demand, while 
sharply improving and adjusting our food structure on 
the other, in order to establish as quickly as possible a 
scientific and rational national diet structure suited to 
China’s conditions. 


3. The 1990's will be a key development stage in the 
advance of the Chinese people’s consumption to a state 
of being comfortabiy well-off, a period in which our food 
supply and demand structure will change quickly, and a 
crucial time and favorable opportunity for adjusting our 
food structure. 


This will be a period of conversion of our food con- 
cepts. 1) Our traditional grain concept will be con- 
verted to a contemporary food position, with our 
people's food demand gradually becoming more diver- 
sified. 2) Our irrational food consumption habits will 
be converted to a scientific and civilized diet structure, 
which will require guidance by contemporary nutri- 
tional knowledge. 


This will be a crucial period for balancing food pro- 
duction, consumption, and nutrition. On one hand, 
once we have resolved our food-sufficiency problems, 
the key objective of increased food production should 
to improve our diet structure while, on the other, a 
scientific and rational diet structure must be suited to 
China’s national conditions, as well as being combined 
with our food production capability and eating habits. 
In general, the Chinese people have long evolved a diet 
structure of mostly grain supplemented by a moderate 
amount of fresh vegetables and a certain amount of 
meat, which basic food structure will continue to exist 
for a long time to come. As the basic standing of grain 
in our food structure will not waver, we will need to 
base our actions miainly on China's national condi- 
tions, while establishing a scientific food model and 
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food development strategy, in order to effectively 
guide our food production and consumption onto a 
path of balanced development. 


This period will be a key one for food production 
development. |) Increased purchasing power will force- 
fully drive food production. 2) In the course of achieving 
the goal of being comfortably well-off in the 1990's, 
vigorously developing high-quality food production and 
diversified food processing industries will be the key 
ways of promoting multipurpose development of the 
rural economy, raising agricultural productivity, and 
increasing peasant incomes. 

4. China has an enormous potential for promoting food 
development. 1) While China has little arable land, we 
have a great potential for developing nonarable-land 
food resources. Not only is there still a certain potential 
for developing and utilizing our existing arable land, but 
we also have over 33.33 million ha of reclaimable 
wasteland, almost 100 million ha of usable hills, more 
than 266 million ha of grasslands, over 153 million ha of 
deserts and desertified land, and more than 6.66 million 
ha of fresh and saltwater area, all awaiting further 
development. In addition, China also has over 126 
million ha of forested area on which we can produce 
diversified forest foods. We also have quite good pros- 
pects for developing crop-stalk feed resources. 2) China’s 
food-processing industry is as yet quite undeveloped, in 
some cases still in a beginning stage. So we have a great 
potential for developing food processing to meet our 
people’s diversified food demands. 3) As China's appli- 
cation of S&T to food development fields is as yet very 
incomplete, we still have a great potential for applying 
S&T to promote food development in either food pro- 
duction or other fields, such as food processing, storage, 
transport, and refrigeration. 


In short, as China’s food production is now in a crucial 
stage, we need to seize the opportunity to more vigor- 
ously develop our food production, while appropriately 
optimizing our food structure, by guiding our food 
production and consumption to a balanced develop- 
ment, in order to steadily improve our food production 
and consumption levels. 


Il. Our Guiding I and Basic Goals for Food 
Developeneat it the 198s 


5. China’s food development guiding ideology for the 
1990's is: To adhere to a balanced food production and 
consumption development; more vigorously develop 
our food production based on nutritional and con- 
sumer demands; fully develop and utilize all national 
land and food resources; develop food production and 
food-processing industries in all of the fields of 
farming, forestry, livestock raising, sideline produc- 
tion, and fishery; emphasize overall planning for all of 
the links of production, processing, and circulation; act 
according to the principles of “nutrition, hygiene, 
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science, and rationality” to carry forward the fine 
traditions of the Chinese nation’s legacy of eating 
habits, while assimilating advanced and applicable 
foreign experiences, in order to reform and adjust our 
food structure and consumption habits. We will 
steadily make efforts to sharply raise and improve the 
overall food consumption and nutritional levels of the 
Chinese people, by taking a food development route 
that is in line with China’s national conditions. 

6. Based on China's essential need to reach our goal of 
becoming comfortably well-off by the end of the century, 
the basic food consumption and nutritional goals of the 
Chinese people for the year 2000 are: 


A) Our per capita daily supply of major nutrients will 
reach the world average, with a caloric intake of 2,600 
kilocalories, including 72 g of protein (with high-quality 
protein making up about one-third), and 72 g of fat. 


B) Our per capita annual key food consumption level will 
improve sharply. While adhering to our food model of 
mostly plant foods supplemented by animal foods, we 
will focus on raising our animal food product consump- 
tion level. Specific goals are: 213 kg of grain (including 8 
kg of legumes), 25 kg of meat, 10 kg of eggs, 6 kg of dairy, 
9 kg of aquatic products, 23 kg of fruit, 120 kg of 
vegetables, 8 kg of vegetable oil, and 8 kg of sugar. 


7. Based on these food consumption goals, China's goals 
for overall production of staple foods should be set at: 
520 million tons of grain (with feed grain making up 
more than one-fourth), 39 million tons of meat, 14.3 
million tons of eggs, 9.1 million tons of dairy, 18 million 
tons of aquatic products, 32.5 million tons of fruit, 156 
million tons of vegetables, 10.4 million tons of vegetable 
oil, and 10.4 million tons of sugar. 


8. Based on China’s regional economic development 
differences, we have set food development goals varying 


by region. 
A) Urban and rural development goals. 


By the year 2000, while our urban and rural people's 
food calorie and protein intake will both basically meet 
needs, the priorities of our food development goals for 
urban and rural residents will vary somewhat: the animal 
foods percentage will grow slightly faster for rural resi- 
dents, while our food development priority for urban 
residents will be to improve the food structure. The 
staple food consumption gap between urban and rural 
residents will shrink somewhat, with our per capita daily 
supplies of key nutrients for urban and rural residents, 
respectively, reaching the following: 2,520 and 2,630 
kilocalories of calories, 74 and 71 g of protein, and 81 
and 68 g of fat. Our per capita annual consumption of 
staple foods for urban and rural residents, respectively, 
will reach the following: grain will drop to about 150 and 
230 kg, with consumption of 34 and 23 kg of meat, 12 
and 9 kg of eggs, 12 and 8 kg of aquatic products, 140 
and 115 kg of vegetables, and 33 and 14 kg of fruit. 








B) Development goals varying by region. 


kilocalories, including 75 g of protein and 79 g of fat. 
Poverty-stricken areas will be required to basically 
resolve their food sufficiency problems and approach the 


and 9 kg of fruit. Caloric intake will reach 2,600 kilocal- 
ories, including 67 g of protein and 51 g of fat. 


Food consummption levels in the vast number of ordi- 
nary regions will reach the national averages. 


Ill. Certain Policy Steps for Meeting Food Development 


9. We have drawn up a systematic and complete food 
development policy. Based on China’s overall food 
development needs, all related departments must draw 
up correspondingly systematic and complete industrial 
policies, including economic, technological, and organi- 
zational management policies, as well as a series of pre-, 
mid-, and post-production service policies. China’s food 
development goals must be included in the development 
plans of all concerned departments and industries, in the 
interests of overall planning. Food sectors, such as pro- 
duction, processing, circulation, and trade, in particular, 
must all focus on food development needs, by drawing 
up specific application plans and corresponding policy 
measures, in order to conscientiously organize all appii- 
cation work and vigorously emphasize implementation. 


10. We will ensure the steady growth of grain production, 
by adjusting our cultivation production structure. As the 
steady development of grain and feed is the key basis for 
food structure reform and development, we will need to 
emphasize it throughout, in order to ensure its steady 
development. 1) We need to take vigorous steps to 
stabilize our grain cultivation area, by establishing a 
grainfield protection-zone system. 2) All of our current 
preferential policies and construction investments in 
support of grain production must not be decreased, and 
we must ensure their practical implementation. In addi- 
tion, we need to establish as quickly as possible a sound 
macroeconomic regulation and control system for grain 
production and marketing under a socialist market 
economy system, in order to ensure the steady growth of 
grain production. On this basis, and in line with market 
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needs, we need to increase cultivation of high-grade 
paddy rice, wheat, and all types of other food grains, 
while increasing production of grains and cash crop raw 
materials suited to diversified manufacturing needs. We 
need to change our traditional dual cultivation structure 
to gradually form a triple structure of balanced develop- 
ment of grain crops—feed crops—cash crops, to enable 
feed crop production to evolve into a relatively indepen- 
dent industry. Meanwhile, we need to separate legumes 
from grain production, to treat them as a high-quality 
protein crop. We need to make good feed and legume 
crop development plans, drawing up independent 
overall output plans, and formulating effective sup- 
portive policies for faster development. In addition, we 
need to continue to expand our vegetable and dried and 
fresh fruit production, paying attention to improved 
varieties and better quality. 


11. We will sharply expand our livestock foods output. 
We will steadily expand our hog output, focusing on 
raising Our out-of-pen and lean-meat rates, speeding up 
our dissemination of fine breeds, estblishing an effi- 
cient production system, and improving our pork 
output and quality. We need to speed up our develop- 
ment of low-consumption and high-conversion-rate 
poultry, eggs, and dairy production. We need to make 
full use of good rural crop stalks, by adopting effective 
steps, such as ensiling and straw ammoniation, to 
speed up our development of herbivorous animal pro- 
duction, such as beef cattle, dairy cows, and sheep. We 
need to speed up developing the pace of our livestock 
industry in grazing areas, by doing a good job of 
improving, developing, and utilizing prairies and grass 
farms, in order to improve their production capability. 
We need to sharply increase protein feed, by control- 
ling and gradually reducing exports of soybeans and all 
types of pastry dregs, in order to promote the develop- 
ment of high-quality animal foods production. By the 
end of the century, we must reduce the percentage of 
pork in our meat production to below 70 percent, while 
raising that of poultry and beef/mutton to above 18 


percent and 12 percent, respectively. 


12. We will raise the percentage of aquatic products in 
our animal foods output. Based on the principle of 
equal emphasis on tackling problems in a comprehen- 
sive way and priority development, we will protect our 
aquatic products resources and steadily expand our 
aquatic products capacity, while focusing on compre- 
hensive development and utilization of shallow seas, 
shoals, and inland low-lying saline wastelands, in order 
to vigorously develop a small-water, high-yield, qual- 
ity-bred, and land- and grain-conservation breeding 
industry. Meanwhile, we need to continue to speed up 
our development and utilization of large- and medium- 
sized waters. We need to make efforts to accelerate 
development of deep-sea fishing. We will strive by the 
end of the century to raise the percentage of aquatic 
products in our animal foods to 20 percent, including 
increasing our artificial breeding output from its cur- 
rent 50 percent to over 60 percent. 








14. We will actively develop our food-processing 
industry, doing a good job of food storage, transporta- 
and refrigerati 


rough processing of food grains other than rice and 
wheat, in order to evolve as quickly as possible for 
China a complete, rational, and modern food industry 
system, so as to raise the percentage of processed foods 
in our diet from its current 30 percent to about 40 
percent. We will focus on developing “nutritional, 
healthy, smart, and decline-delaying” women’s and 
infant's foods, student foods, old-age foods, and health 
foods, and on developing a series of convenience foods, 
fast foods, seasonings, and all types of natural and 
nutritional beverages, such as fruit and vegetable 
juices. Qualified areas must gradually set up nutri- 
tional lunch systems in grade and high schools. Mean- 
while, we will pay great attention to raising our pro- 
cessed food quality, by selecting quality raw materials, 
establishing stable raw materials bases, and vigorously 
developing “green foods.” We will continue to adjust 
our food industry distribution, by actively developing 
our rural food processing industry. We will enhance 
our food storage and shipping infrastructure, in order 
to steadily upgrade China's food storage, shipping, and 
refrigeration capabilities. All food producing and mar- 
keting areas must take active steps to set up all types of 
wholesale food markets. We will further strengthen and 
improve our whole socialized service system in areas, 
such as food production, processing, and circulation, 
in order to develop a diversified service organization. 


15. We will guide food consumption, by establishing 
scientific and rational diet and nutrition structures. We 
will correctly guide the food consumption of the Chinese 


people by the following: |) We will reinforce publicity of 
diet and nutritional knowledge, as well as S&T dissemi- 
nation work by publicizing and disseminating the nutri- 
tional guide recommended for the Chinese people by 
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nutrition scientists, i.c., diversified foods, a mix of 
refined and unrefined foods, three reasonable meals a 
day, moderate amounts, not too many sweets, a mod- 
erate amount of fats, temperate drinking of alcohol, and 
a limited amount of salt. We will focus first on public 
school students, by adding science knowledge- 
dissemination education in the fields uf foods and nutri- 
tion, in order to steadily increase our people's knowledge 
about diet and nutrition, and raise their awareness about 
scientific consumption. 2) We will intensify our price 
reform, by establishing a scientific and rational food 
pricing system, in order to guide food consumption 
mainly through market prices. 3) We will take the 
necessary legislative and economic-intervention steps to 
promote scientific and civilized food consumption, by 
opposing or curbing bad habits of overeating, excessive 
drinking, and food waste. 


16. We will invest more in a better food production 
infrastructure. In order to achieve our food- 
development goals, we will have to correspondingly 
increase our fund and material input, so as to steadily 
improve our overall food production capability. As to 
infrastructures that affect our overall food development 
(such as improved varieties, epidemic prevention, 
storage, and shipping) and foods where priority must be 
given to faster production growth (such as grains, 
legumes, and grain-conservation animal foods), we will 
appropriately focus our financial and material plan- 
ning, granting preferential loan support. In line with 
our food-production goals, we will correspondingly 
increase our capital goods production and investment, 
in order to raise our food production and processing 
mechanizaticn. As the “food basket project” will be of 
crucial significance in meeting China’s food- 
development goals, we must continue to emphasize it. 
Meanwhile, we need to organize and implement in a 
planned way certain new food nutrition projects. 


17. We will rely on S&T advances to raise our food 
production intensivity. Meeting our food development 
goals for the end of the century will mean bringing the 
role of S&T into full play, by employing a high-vield, 
quality, and efficiency development-orientation in an 
effort to raise our resource-conversion rate and produc- 
tion efficiency. We will speed up our conversion of S&T 
achievements into productive forces by vigorously dis- 
seminating all advanced and applicable food production 
and processing technologies, as well as importing and 
assimilating all types of advanced and applicable foreign 
technologies. We will pay attention to increasing our 
S&T reserves by enhancing our key technological and 
scientific research, particularly research on high-quality 
food varieties, and through using high technologies such 
as biological engineering, to initiate coordination on key 
problems in order to steadily improve our food variety 
and quality. In addition, we will draw up a corre- 
sponding technology policy, in order to adjust our food 
technology structure, improve our food science work 
qualifications, and promote food S&T development. 
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18. We will reinforce our education to accelerate per- 
sonnel training. We will develop diversified and multi- 
level education and training, by supporting the establish- 
ment in the relevant colleges and universities of food and 
nutrition-related academic disciplines, better training 
and evaluating on-the-job employees, and providing 
accelerated training of specialists and technicians in 
fields such as food nutrition, hygiene, and quality control 
to gradually establish a talented Chinese food-nutrition 
corps. We will actively pave the way for the gradual 
establishment of specialized technicians making up a 
certain percentage of the population in fields such as 
food-related nutrition by establishing a series of profes- 
sional titles for nutrition teachers. 


19. We will enhance our food hygiene and quality 
control. In all links, such as food production, pro- 
cessing, storage, and consumption, we will pay great 
attention to reinforcing our food hygiene work. We will 
actively promote the production and use of low-toxic 
and -remnant pesticides, and guide the scientific appli- 
cation of chemical fertilizers. We will speed up the 
improvement of our food hygiene, quality control, and 
monitoring systems, by strictly enforcing the “PRC 
Food Hygiene Law” and pertinent regulations in the 
area of focd quality control and monitoring, in order to 
raise our food supervision level. We will enhance our 
monitoring of all food links, by taking rigorous steps to 
deal with pollution sources, emphasizing control of 
market foods, and improving and strengthening our 
quality-control management capability for market 
foods, in an attempt to sharply improve China's food 
hygiene quality in the 1990's. 


20. We will reinforce and improve our nutrition- 
management system. We will build and perfect a nutri- 
tion-management system at all levels, by monitoring the 
nutritional status quo in various areas and among var- 
ious groups, and publishing nutritional-monitoring 
information to provide the scientific grounds for 
improved nutrition. We will focus on improving the 
poor nutritional state of poverty-stricken areas and those 
with severe nutritional deficiencies. We will combine 
support for the poverty-stricken with nutritional 
improvement, by taking special nutrition-improvement 
steps in nutrition-deficient areas. We will draw up 
directed policies and take forceful steps to protect the 
health of women, children, and the aged. 


IV. Enhanced Food-Development Organization and 
Leadership 


21. We will reform our management system faster. 
Effectively meeting China's food-development goals will 
mean adapting to the objective needs of building a 
socialist market econoy, by actively paving the way for 
the gradual establishment of a coordinated Chinese 
management system for production, supply, and mar- 
keting, and through practicing uniform management for 
all related links, such as food production, processing, 
trade, and scientific education, in order to coordinate the 
relations between the food sector and all sectors of our 
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national economy, balance the relations among all links 
of food production, supply, marketing, and domestic and 
foreign trade, and ensure the harmonious growth of 
China’s food and consumption. 


22. We will set up the State Food and Nutrition Advisory 
Commission. Its members will be made up of concerned 
specialists from the ministries of agriculture and public 
health, with their key missions being to investigate and 
study China’s food, nutrition, and related work, make 
suggestions to responsible departments, and provide 
advisory services. 

23. We will enhance our leadership of food- 
development work. All concerned State Council 
departments will work hard in positive coordination 
with all basic goals and policy measures set forth in this 
program. All people’s governments at all levels will pay 
great attention to reinforcing their food-development 
work, by combining their local realities with a full 
consideration of the differing habits by region, nation- 
ality, and group, drawing up food-development pro- 
grams in line with their local realities, and including 
food development in their local plans for national 
economic and social development. They will establish 
the necessary food and nutrition advisory committees 
to help in the particular implementation by responsible 
government sectors of national and local food- 
development programs, in an attempt to ensure the 
smooth achievement of China’s food structural reform 
and development goals for the 1990's. 


Improving Rural Reform Based on Market 
Requirements 


93CE0663A Chongqing GAIGE [REFORM] in Chinese 
No 3, 20 May 93 pp 60-65 


[Article by Chen Xiwen (7115 6932 2429): “Improving 
Rural Reform Based on Market Requirements”] 


[Text] China’s rural economy has been an enigma since 
1990. The supply of farm products has been ample, yet 
peasants’ earnings have not been rising at a satisfactory 
pace. Township and town enterprises have seen a sharp 
jump in output value, yet their ability to absorb new 
entrants into the labor force has diminished markedly. 
Rural economic growth has been significantly faster than 
urban economic growth, but the urban and rural earn- 
ings gap and consumption gap have actually widened 
anew instead of narrowing. All hese phenomena show 
that China's rural economy has en, ered a new phase after 
the reform and development of th: 1980's. In this new 
phase, the rural economy requires the various funda- 
mental policies now in effect to be stabilized and per- 
fected. Furthermore, it is now imperative that reform be 
improved based on the objective requirements of devel- 
oping a market economy. The improvement of rural 
reform involves not only the perfection of ihe microeco- 
nomic operating mechanism of rural industry and com- 
merce. It also must proceed from urban-rural integra- 
tion, the integration of three major industries, and the 
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integration of the microeconomic operating mechanism 
with macroeconomic regulation and control mechanism, 
all as part of the reform and development of the entire 
national economy. We must intensify our sense of 
reform as an organic whole, plan comprehensively, and 
proceed in a coordinated way. Only that way can we 
prevent extensive disruptions in the rural economy and 
adapt the operations of the rural economy to the require- 
ments of building a market economy and those of 
national economic modernization. 


1. New changes in the supply-and-demand relations of 
farm products dema'id that we speed up the reform 
leading to the creation of a market economy in agricul- 
ture, on the one hand, and perfect measures that would 
stabilize the market for farm products and protect agri- 
culture, on the other. 


Between 1989 and 1991, China’s gross value of agricul- 
tural output grew 4.6 percent annually on the average, 
with some major crops becoming vastly more commer- 
cialized. In terms of the volume of social procurements, 
in the three years the procurement of grain, cotton, and 
oil-bearing crops rose 4.4 percent, 11.9 percent, and 6.5 
percent, respectively. Corresponding figures for pigs, 
eggs, and aquatic products were 6.9 percent, 11.1 per- 
cent, 14.2 percent, respectively. But while the supply 
situation of farm products was excellent, the growth of 
peasants’ real earnings was most unsatisfactory. During 
these three years, per capita real incomes among peas- 
ants languished, inching up just 0.7 percent every year. 
Moreover, this is only a national generalization. Given 
the regional unevenness in rural economic development, 
the peasants in a good number of localities saw their real 
incomes decline. In 1991, for instance, real net incomes 
among peasants grew 2 percent over the preceding year 
nationwide; yet in eight provinces (Shanxi, Inner Mon- 
golia, Jilin, Heilongjiang, Jiangsu, Anhui, Hubei, and 
Qinghai) the peasants earned absolutely less than a year 
ago. In another six provinces and regions (Hunan, 
Guangxi Zhuang Autonomous Region, Shaanxi, Gansu, 
Ningxia, and Xinjiang) peasants’ net income growth 
failed to keep pace with the rise in the local cost of living 
and price index for peasants. In other words, their 
income growth was negative. In 1991, therefore, the 
peasants in almost half the provinces and autonomous 
regions in the nation saw their real incomes fall. In 1992 
the income situation for peasants seemed to improve 
slightly, with their per capita real income nationwide 
climbing 5.8 percent on the average. However, what 
mainly accounted for the increase was township and 
town enterprises, not agriculture. And the development 
of township and town enterprises is vastly more region- 
ally unbalanced than agriculture. Thus the mostly town- 
ship enterprise-driven increase in peasant income in 
1992, in reality, masks even deeper regional disparities. 
As far as farming areas which concentrate on the pro- 
duction of staple crops like grains, cotton, and oil- 
bearing crops are concerned, this kind of income growth 
confers no real benefit. It is easy to see that the out- 
standing problem in Chinese agriculture in the last three 
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to four years was not what used to plague it in the 
past—inadequate supply of basic farm products, but the 
stagnation in real income for peasants at a time when the 
supply of farm products has been rising steadily. Judging 
from the nature of this imbalance, we can say that the 
predicament facing Chinese agriculture today is essen- 
tially a predicament for peasants. 


What has caused peasants’ real incomes to stagnate even 
as the supply of farm products increases steadily? The 
direct cause of course is prices. There is indeed no 
denying that the depressed prices of cereals in the past 
three or four years have hurt peasants. The prolonged 
slump in farm prices is a problem plaguing the peasant in 
recent years. The social procurement price index of 
grains and livestock products fell 12.5 percentage points 
and 10.1. percentage points, respectively, between 1989 
and 1991. Consequently the increase in the volume of 
farm products sold did not generate a corresponding 
increase 1 income. Meanwhile, the retail price index of 
industrial goods in the countryside continued to climb. 
In 1989, the above-mentioned retail price index rose 3.7 
percentage points faster than the agricultural products 
procurement price index; 8.1 percentage points in 1990; 
and another 5 percentage points in 1991. With the price 
indices of agricultural products and industrial products 
headed in difivrent directions, peasants collected less in 
income even as their expenses went up, incurring about 
64 billion yuan in net losses in these three years. 


The sovernment, it must be pointed out, has worked 
quite hard in the last few years to protect peasants’ 
interests and ward off a free fall in farm prices. In the fall 
of 1990, the State Council announced the introduction 
of a system of minimum protection prices in grain 
procurement and the creation of a special grain reserve 
system, ordering that an additional 15 billion kilograms 
of grain be procured that year as special grain reserve. 
These two steps, unprecedented for China, made it 
somewhat easier for peasants to unload their grains and 
helped check the precipitous decline in grain prices on 
the market. On | May 1991, the State Council 
announced increases in the selling prices of grain and 
vegetable cooking oils sold to township residents, with 
grain prices going up 67 percent and cooking oil prices 
170 percent. On 1 April 1992, the State Council 
announced another round of increases in the selling 
prices of grain sold to township residents, this time by 44 
percent. These two rounds of price increases were instru- 
mental in modifying the differences between the pro- 
curement and selling prices of grain and cooking oil, 
cutting the policy-related losses of the trading of grains 
and cooking oil and checking the further decline of their 
prices on the market. Be that as it may, it must be 
pointed out truthfully that the government paid a hefty 
economic price for these measures without necessarily 
reversing the drop in prices appreciably. By late 1992, 
corn prices had bounced back compared to the beginning 
of the year, but the country fair prices of rice and wheat 
were down 4.5 percent and 2.7 percent, respectively, 
from the beginning of the year. 
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In China, per capita natural agricultural resources are 
minuscule. As far as basic agricultural products are 
concerned, therefore, the supply-demand equation is 
not something we can take lightly but instead must be 
approached in a most cautious manner in the interme- 
diate and long haul. Having said that. the fact of the 
matter is that there was indeed an over-supply of farm 
products in the past three or four years. Peasants had 
difficulty finding a buyer for their grains as the prices of 
farm products remained depressed. Social overstocking 
continued space as granaries burst with grain. Commer- 
cial departments could not sell off what they had pro- 
cured, tying up a large amount of funds. Bank loans 
increased. The persistent presence of these phenomena 
shows that the supply-demand relations of agricultural 
products in China has indeed crossed a major turning 
point. In contrast to the past when the imbalance in the 
supply-demand relations was epitomized by a quantita- 
tive deficit on the supply side, now we are dealing with 
a structural imbalance in the supply-demand relations 
resulting from a mismatch between variety and quality. 
Given China’s per capita agricultural resources, it must 
be said, the fact that we were able to meet the demand 
for agricultural products quantitatively was a most 
remarkable achievement in itself. However, once the 
basic quantitative aspect of the relations ceased to be a 
problem, it is only inevitable for the structural conflict 
between supply and demand to become increasingly 
prominent. As the imbalance between supply and 
demand changed from quantitative to structural, dis- 
ruptions are unavoidable. Even more important, how- 
ever, the concept of regulating and controlling supply 
and demand as well as the tools and methods of regula- 
tion and control must be overhauled. Otherwise, we will 
have trouble putting an end to the disruptions. Clearly 
planned regulation and control remains an effective way 
to bridge the quantitative gap between supply and 
demand. One example is the state monopoly on pur- 
chasing and marketing. Planned regulation and control, 
however, is helpless when it comes to the structural 
imbalance between supply and demand. When produc- 
tion and demand are diversified, a balance can be struck 
only by having the two sides—supply and demand— 
conduct exchanges on the market freely. It is obvious 
that planning cannot regulate and control at such a 
microeconomic level. The change in the supply-demand 
relations of agricultural products, is in effect, therefore, 
a call to speed up the process of letting the market 
regulate the supply and demand of farm products. 
Another complication in the effort to adjust the supply 
mix of agricultural products is that to meet the rising 
level of demand, we must not only diversify the mix of 
agricultural products but also upgrade the quality of 
farm products. The transformation of the supply mix of 
agricultural products in China has actually been through 
two stages. The first stage began with the imposition of 
a state monopoly on the purchase and marketing of 
grains and cotton, culminating in “taking grains as the 
key link.” During this stage the supply structure of 
agricultural products became more and more monoto- 
nous. After rural economic reform was under way, the 
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supply structure of farm products gradually was diver- 
sified. Thus the structural imbalance between the supply 
and demand of agricultural products that China faces 
today is found not so much in the variety as in the 
quality structure. The imbalance in variety structure, it 
must be noted, is a lower form of imbalance, 

that can be rectified promptly by agricultural operations 
guided by the existing market supply-demand situation 
and the price level. But precisely because the imbalance 
we are facing today is a qualitative imbalance between 
supply and demand, it would be difficult to rely on small 
peasant households alone to resolve it. The fact of the 
matter is that since 1989 peasants, guided by changes in 
market supply and demand and price movements, have 
consistently been quick to adjust their mix of crops. The 
prolonged stagnation in grain output between 1985 and 
1988 slashed grain reserves in society equal to two 
months’ social consumption at the time, thereby driving 

up market grain prices to a historic high in 1988, up 37.7 7 
percent compared to 1984 and !4.6 percent over the 
preceding year. This in turn caused grain output to 
rebound rapidly in 1989, setting an all-time record. 
Meanwhile, the output of cotton, oil-bearing crops, 
sugar, ramie, and other major agricultural products all 
fell by various margins in 1989. By 1990, output rose 
across the board, including grains, cotton, oil-bearing 
crops, and sugar. In 1991, grain output slipped 2.5 
percent while cotton, oil-bearing crops, and sugar 
output continued to rise. During these three years, there 
was obviously an adjustment in the mix of agricultural 
crops. But the adjustment did practically nothing to 
arrest the slump in farm prices. Of the social procure- 
ment mixed average prices in 1991 (constant prices, 
before adjustixig for inflation), those of grain, porker, 
beef cattle, eggs, hemp, ramie, silkworm, wool, and 
cashmere were lower than their 1990 and 1989 counter- 
parts; those of apples , oranges, and mandarins were 
lower than in 1990; while those of sheep, sheepskin, and 
aquatic products were slightly higher than in 1990 but 
still lower than in 1989. The social procurement mixed 
average prices of cotton and oil were just 2.1 percentage 
points and 1.6 percentage points, respectively, higher in 
1991 than in the preceding year, both lower than the 
rate of inflation. The decline in farm prices was so 
pervasive that it is clear there is not much else one can 
do by way of adjusting the product mix given the 
present supply-demand relations. The peasants lament, 
“We have a glut of whatever we plant; we lose money on 
whatever we plant.” Their words say it well. We can 
thus see that we should indeed concentrate on changing 
the quality structure if we are to remove the supply- 
demand imbalance in agricultural products. 


Upgrading the quality structure of agricultural products 
is essential to steering agriculture toward modernization. 
Grasp the opportunity already here to turn the quality 
structure around, and Chinese agriculture may ascend to 
a new level. Miss the opportunity through improper 
regulation and control and the quantitative imbalance in 
supply and demand will plague us anew, and the pace of 
agricultural modernization will be slowed. It was the 
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emergence of this opportunity that prompted the State 
Council to convene a conference in the summer of 1992 
on the development of a good-quality, high-profit, and 
high-yield agriculture. However, upgrading the quality 
structure of agricultural products is not merely a process 
of agricultural progress. Even more importantly, it is a 
process in which an economic system and mechanism 
that promote technological progress takes shape. Peas- 
ants are economically rational people who thoroughly 
understand the principle of comparative advantage. It 
follows that any effort to upgrade the quality structure 
becomes feasible only when it benefits the peasants 
tangibly. It is the market alone, not planning, that can 
differentiate between good quality and bad quality. In 
fact, under the current dual-track procurement system 
combining planning with the market, what is procured 
according to the plan has always been relatively inferior 
in quality. This shows from yet another perspective that 
we cannot resolve the qualitative problem affecting farm 
products without reforming the planned procurement 
and marketing system and introducing the market regu- 
latory mechanism boldly. Thus the search for a good- 
quality, high-profit, and high-yield agriculture is essen- 
tially the search for a market economy. 


Never for a moment, however, equate the bold introduc- 
tion of the market regulatory mechanism with the gov- 
ernment adopting a laissez-faire policy toward agricul- 
ture and the market for agricultural products. If we want 
only to rid government of the burden of paying price 
subsidies for farm products and so proceed to deregulate 
procurement and marketing, decontrol prices, and steer 
the peasants toward the market while failing to take any 
protective measures at a time when there is a glut of farm 
products and agricultural prices are depressed, how 
would that differ from making peasants assume the 
existing market risk all by themselves? In that case, not 
only would upgrading the quality of farm products prove 
elusive, but the swpply of even poor-quality farm prod- 
ucts would also diminish in ihe not too distant future. 
Thus introducing the market mechanism, on the one 
hand, and ensuring the stability of the market for agri- 
cultural products and improving measures to protect 
agriculture, on the other, are the urgent priority for 
governments at all levels tacing the agricultural problem. 


Ensuring the stability of the market for agricultural 
products and improving measures to protect agriculture 
is a piece of work that covers an extremely broad area 
and includes such things as the following: reforming the 
circulation system of agricultural products and 
improving their market system, forming a mechanism 
that essentially allows supply-demand relations to set 
prices; setting up an agricultural products risk fund, 
improving the organizations and methods with which 
government regulates ups and downs on the agricultural 
market, gradually forming a government procurement 
and marketing regulatory and storage system for staple 
crops that can respond quickly; increasing the extent to 
which the peasants are organized, fostering peasants’s 
very own agricultural products circulation organizations 
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and establishing a system that effectively provides infor- 
mation on the supply-demand situation on the market 
relating to agricultural products; increasing government 
investment in the agricultural infrastructure, industry 
producing articles for agricultural use, and agricultural 
technology; nurturing the socialized service system for 
agriculture, reforming the agricultural price subsidy 
system and developing the agricultural insurance busi- 
ness, so on and so forth. In the final analysis, however, 
our ability to smooth out market fluctuations and the 
extent to which we can protect agriculture are deter- 
mined by our overall national power and the govern- 
ment’s financial resources. In a country like China with 
its vast population, including a huge rural population, 
clearly we cannot have too high an expectation of the 
government's ability stabilize the market for agricultural 
products and protect agriculture. In real life, when it 
comes to agriculture, the government is always more 
preoccupied with stabilizing and increasing the supply of 
basic agricultural crops because market stability and 
economic, social, and political stability are at stake. The 
peasants, in contrast, are more concerned about the 
growth of their own incomes, which is of immediate and 
vital interest to them. Whether or not the government 
can realize its wishes in effect is determined by whether 
the peasants realize their wishes. On the other hand, 
China has a rural population of over 900 million. It is 
clearly beyond the financial capacity of the state to pay 
for those measures needed to protect agriculture and 
hence increase the peasants’ incomes. In order to bring 
government’s objectives in line with what the peasants 
pursue, there are two other important things that must 
be considered carefully in addition to the protective 
measures. First, work hard to accelerate technological 
progress in agriculture so that agriculture can benefit 
even more from the first productive force. Second, 
adjust resource allocation with the entire national 
economy in mind. The agricultural sector takes up about 
60 percent of all manpower in society, but produces just 
one-third of the national income. This situation must be 
put to an end by creating more opportunities to link up 
rural workers with other capital goods besides land. 
Otherwise it would be impossible to raise peasants’ 
incomes in a sustained and steady manner and hence 
bring about technological progress and sustained steady 
growth in agriculture. 


2. If township and town enterprise are to remain the 
chief conduit through which surplus rural labor moves 
into the nonagricultural sector, we must integrate rural 
industrialization with urbanization, leading to structural 
change and distribution adjustment. 


Township and town enterprises have become a major 
pillar of China’s rural economy, already accounting for 
59.2 percent of the gross value of rural output and 84.5 
percent of the increase in per capita net income among 
peasants in 1991. The development of township and 
town enterprises has become pivotal to the all-round 
resurgence of China’s countryside and sustained growth 
in peasants’ income. In recent years, however, a number 
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of outstanding problems have appeared in their devel- 
opment. One of the most striking is the fact that despite 
the rapid growth of their output value, the ability of 
township and town enterprises to absorb new workers 
has diminished. 


The output value of township and town enterprises 
continued its strong growth in recent years. In sharp 
contrast, their ability to accommodate new entrants into 
the work force has declined notably compared to 1988. 
In China township and town enterprises truly became “a 
new force suddenly coming to the fore” only after 1984. 
In 1983, township and town enterprises had a combined 
employment of 32,346 million people. By 1988, it had 
grown to 9,545 million. In these five years, township 
and town enterprises expanded their employment by 
12,622 million each year on the average. It had been 
thought in some quarters, completely erroneously as it 
turned out, that the stagnation in rural output between 
1985 and 1988 could be attributed to the excessively 
rapid movement of rural manpower into the nonagri- 
cultural sector. In fact, instead of shrinking, the agricul- 
tural labor force grew by 11.06 million in this period. It 
can thus be seen that the task of absorbing surplus 
agricultural workers was an onerous burden on town- 
ship and town enterprises. Between 1989 and i991, 
however, township and town enterprises added a mere 
637,000 people to their payroll, or 210,000 each year on 
the average. In both 1989 and 1990, in fact, township 
and town enterprises had fewer workers than the pre- 
ceding year. With township and town enterprises unable 
to hire new workers 3 years in a row, 27.30 million new 
entrants to the rural labor force out of a total of 30.26 
million had no choice but to find work within agricul- 
ture. As a result, the agricultural sector had 8.7 percent 
more workers ‘han three years ago. This phenomenon 
has further intexsified the pressure on farmland to 
provide jobs and exacerbated the problem of underem- 
ployment for China’s agricultural labor force, ham- 
pering peasant income growth. 


The decline in the ability of township and town enter- 
prises to absorb new entrants to the labor force, it must 
be said, is inevitable given the imbalances in their 
original structure and distribution. Industry contributes 
75 percent or so to the total output value of township and 
town enterprises. Thus the predominance of industry is a 
major structural feature of township and town enter- 
prises. Hemmed in by the twin barriers of urban-rural 
separatism and local isolation, however, enterprises 
could only be scattered about the various townships and 
villages. According to extrapolations from the results of 
some sample surveys, a mere | percent of township and 
town enterprises are located in county towns and cities 
above the county level, 12 percent are found in the seats 
of township (town) governments, 7 percent are located in 
the seats of government of administrative villages, while 
80 percent are distributed among natural villages. Thus 
another leading characteristic of township and town 
enterprises is their highly scattered nature. The scat- 
tering of industrial enterprises, with every village 
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sporting a smokestack, every household sending some- 
body to work in a factory, in effect has given impetus to 
the transformation of agriculture into a part-time occu- 
pation even as it spurs industrialization in the country- 
side. Clearly one cannot simplistically evaluate the pros 
and cons of this developmental approach. But it is an 
obvious fact that the excessively scattered distribution of 
township and town enterprises has led to a divorce 
between rural industrialization and urbanization. Indus- 
trialization in the countryside has been rapid, but the 
enterprises are too widely dispersed to result in the 
formation of cities. As a result, existing enterprises have 
not been able to reap the benefits of external economies 
of scale as they should. Even more important, the 
development of industry has not given a corresponding 
boost to the development of the service industry (partic- 
ularly those trades that service the industrial enterprises 
in their operations and activities). The distribution of 
rural industrial enterprises is wasteful in terms of land 
and diffuses pollution over a wide area. These problems 
certainly cannot be ignored. Even more important, how- 
ever, is the failure to nurture a corresponding growth in 
the service industry, thus forfeiting a large number of job 
opportunities that could otherwise have come about. 
Because of the divorce between the development of rural 
industry and urbanization, the pressure to move the 
surplus agricultural labor out of agriculture falls mostly 
on industrial enterprises. Yet with the rural labor force 
growing by 10 million each year, the burden on rural 
industrial enterprises to provide these people with jobs is 
an excessive one. To solve the problem of underemploy- 
ment among rural workers more effectively, therefore, 
we must guide the distribution of township and town 
enterprises in a progressively more concentrated manner 
so as to better align rural industrialization with the 
development of small- and medium-sized towns and that 
of the service sector. Only that way can more jobs and 
more money-making opportunities be created for the 
rural labor force. 


A major impediment to the concentrated distribution of 
township and town enterprises is the identity of being a 
peasant. “Peasant” was originally an occupation. Under 
the old socio-economic system, however, it had evolved 
into a kind of identity. At that time the state applied a 
low-wage policy to most urban workers while making a 
system of welfare benefits widely available in order to 
speed up the fund accumulation rate to finance national 
industrialization. There was then no alternative but to 
restrict migration by peasants to townships so as to rein 
in the amount of welfare subsidies the government had 
to pay out. Certainly, this measure deprived the peasants 
of numerous development opportunities and contrib- 
uted immensely to the highly diffused pattern of distri- 
bution of township and town enterprises. Today, in the 
wake of the deepening of reform and economic develop- 
ment, particularly as the welfare system for township 
residents undergoes multifaceted changes and peasants 
have become notably much more mobile, it is both 
necessary and possible to gradually reform the personal 
identity management system as it is applied to the rural 
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population. The lack of institutional safeguards for the 
circulation of rural workers is an important reason why 
the location of township and town enterprises has not 
been properly concentrated. Restrictions on the circula- 
tion of the rural population to cities has a lot to do with 
the fact that urbanization trails industrialization badly 
and that development of the service sector has failed to 
keep pace with industrialization. They also have contrib- 
uted greatly to the isolated and scattered nature of rural 
local economies. These two circumstances, in turn, have 
led to underemployment among rural workers, thus 
retarding income growth among rural residents. 


A freely mobile work force is one of the prerequisites for 
the establishment of a market economy. Accordingly, we 
should strive to meet the requirements of developing a 
market economy, comply with the objective principle of 
industrialization, and conform with the historically pro- 
gressive trend of the gradual industrialization of the 
rural population by reforming the permanent registered 
resident management system for the rural population 
and changing the rural workers’ ‘“‘leaving- 
the-land-but-not-the-village” pattern of movement into 
the nonagricultural sector. These steps are a precondi- 
tion for the location of township and town enterprises in 
a suitably concentrated manner and the development of 
small- and medium-sized cities and the service industry. 
They are also what the further development of township 
and town enterprises urgently require so that they will be 
better able to solve employment and income problems of 
China’s rural work force. 


Animal Husbandry Production Continues To Rise 


93CE0628A Beijing ZHONGGUO NONGCUN JINGJI 
[CHINA'S RURAL ECONOMY] in Chinese No 5, 
20 May 93 pp 27-29 


{Article by Zhou Li (6650 4409) of the Agroeconomics 
Institute, Chinese Academy of Agricultural Sciences: 
“The Reason for Sustained Increase in China’s Animal 
Husbandry Production’”’] 


[Text] Since the beginning of the eighties, although in 
China’s animal husbandry production there appeared 
several twists and turns of difficulty in buying and 
selling, these twists and turns did not adversely affect the 
strength of its sustained and stable development, the 
advancement of its products, and the prosperity of its 
markets. In line with China’s capacity for feed supply, it 
is generally thought that this is something that would be 
hard to do, but it is a reality. What is the reason? This is 
a question that is extremely difficult to answer. Ana- 
lyzing the reason will be of significance for the better 
development of animal husbandry. This article is an 
attempt to explore the matter from the angle the changes 
in grain production and animal husbandry production. 


I. Two Unsuited Development Situations 


Feed is the basis for development of animal husbandry, 
and grain in the principal source of feed. To increase 
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animal husbandry production, first of all we must 
increase the output of grain. But, after 1984, there 
occurred in China’s grain production and animal hus- 
bandry production two different development situa- 
tions. 


A. Highly Unsuitable Growth Situation in Grain Pro- 
duction 


After the peak of 407 million tons in total grain output in 
China in 1984, the production at times rose and at times 
fell, and it fluctuated without advancing, until 1990, 
when it broke through the 1984 level and reached 446 
million tons. Comparing the two levels, there was an 
output increase of 9.5 percent, but there was no stability 
and in 1992 it fell to 435 million tons. Although the total 
output had reached a new level, the per capita amount of 
grain did not increase. Even if the highest total output in 
1991 was about 19 kg lower than that of 1984, in both 
the total ouput of grain or the per capita amount of grain, 
there has been a highly unstable, slowly rising curve. 
What is different about the two is that the total output of 
grain broke through the 1984 major barrier of 400 
million tons; although in 1991 it fell 2.5 percent com- 
pared to that of 1990, it was still 6.8 percent higher than 
that of 1984, and the per capita amount of grain, from 
first to last, fluctuated at 400 kg and below. 


B. Situation of Sustained Rise in Animal Husbandry 
Production 


In line with the general understanding that animal hus- 
bandry production changes in accordance with the fluc- 
tuations in grain production, after 1984 animal hus- 
bandry production should have been highly unstable, but 
the reality is that the production of animal husbandry 
products has always been in a situation of sustained 
growth on a large scale. In 1984 the total output of meat 
was only 16.896 million tons, but in 1991 it reached 
31.444 million tons, almost double that in 1984 and an 
annual average rate of increase of 10.7 percent. At the 
same time the per capita amount also rose yearly, from 
14.5 kg to more than 27 kg, an annual average rate of 
increase of 9.28 percent. 


Why did the abovementioned unusual situation occur? 
The reasons are complex: the price factor, the effect of 
technological progress, policy and guidance, material 
input, expansion of the scale of raising livestock, etc. 
But, no matter what kind of factor it is, the increase in 
feed should be the basis. In particular, China is a great 
nation in which pig raising is given priority, and the 
increase of meat is inseparable from feed production. 
Therefore, below I will analyze the situation in meat and 
grain production. 


II. Analysis of the Increase in Animal Husbandry 
Products and of the Demand for Feed 


Comparing 1991 with 1995, we see that China’s total 
output of meat increased by 12.179 million tons, mainly 
in pork, beef, mutton, and poultry. No matter whether 
viewed as an absolute amount or a relative amount, pork 
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is far in the lead, increasing from 16.574 million tons in 
1985 to 24.523 million tons in 1991, a rise of 7.976 
million tons and comprising 65.5 percent of the total 
increase in meat. Poultry was in second place, increasing 
from 1.602 million tons to 3.95 million tons, a rise of 
2.348 million tons and comprising 19.30 percent of the 
total increase in meat. These two items alone comprised 
about 85 percent of the total increase. The increases in 
beef and mutton are developing very fast, the annual 
average increases respectively reaching 22.30 and 10.5 
percent, thereby playing a very big role in making 
abundant the food baskets of urban and rural dwellers 
and making the markets prosper. In some agricultural 
areas, because of the development of cattle raising, the 
peasants have been enriched, and this has even spurred 
the development of a side economy. However, it must be 
seen that since 1984, the increase in China’s animal 
husbandry products has occurred mainly because of the 
development obtained in pig raising and poultry raising. 
Because pigs and fowl are parts of animal husbandry that 
consume grain, they must be supported by sufficient 
grain and feed. Then, how much feed is needed to 
produce the abovementioned products? Because China’s 
animal husbandry production is now under different 
procedural modes, different management levels, dif- 
ferent production scales, and different technological 
conditions, its feed consumption levels are different. 
Considering that the poultry and egg supply for large- 
and medium-sized cities now mainly comes from feed 
lots on the outskirts of towns, the technology level is 
fairly high and the corresponding feed utilization rate is 
also fairly high. Therefore, when calculating the feed 
consumption in raising poultry, we should use fairly 
advanced parameters, i.e., calculate the feed to produce 
one unit’s poultry meat with 2.2 units, and calculate the 
feed to produce one unit’s poultry eggs with 2.8 units. Pig 
raising is fairly complex, and in different regions and 
with different ways of raising there are fairly large 
disparities in feed and meat. Comparatively advanced 
countries and regions can attain a ratio of 4-5:1, but the 
ratio can be as high as 6-7:1; here we adopt a fairly 
advanced ratio of 5:1. 


In line with the abovementioned selected parameters, in 
1991 the feed needed for China’s production of pork, 
poultry, and eggs were respectively 122.615 million tons, 
8.64 million tons, and 25.816 million tons, with the three 
items totaling 157.12 million tons. This last figure 
accounted for about 36 percent of the total grain output; 
if the consumption of feed by the draft cattle and dairy 
cattle industries is put in the calculation, it is more than 
40 percent. Moreover, in China there still exists to a large 
extent the phenomenon of using traditional methods of 
raising pigs and poultry; the feed-meat ratio and the 
feed-egg ratio are higher than those using the abovemen- 
tioned parameters in the calculation, and naturally there 
is much more consumption of feed. 


Can this much feed consumption support China’s grain 
production? Below we seek an answer from the angle of 
grain consumption and production. 
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ITI. Analysis of Situation in Grain Consumption and 
Production 


Over the past several years the scientific and educational 
personnel of China’s agricultural departments, commer- 
cial departments, and comprehensive departments have 
carried out, from different angles, a conscientious anal- 
ysis and study of China’s grain production and feed 
consumption. In general they maintained that China’s 
consumption of feed grain was about 25 percent of its 
total consumption of grain. This was their conclusion 
arrived at after giving full consideration to grain rations, 
industrial-use grain, grain used in making wine and 
brewing beer, seeds, as well as all other cases in which 
grain is used. However, this conclusion does not conform 
to the reality of China’s animal husbandry production. 
According to this calculation, China’s consumption of 
grain used for feed is only about 10 million tons. This is 
true no matter how much more meat, eggs, and milk are 
produced. Some people have proposed that, following 
the rise of the standard of living, the consumption of 
grain rations has now been reduced, and the grain thus 
saved can be made into feed. It cannot be denied that 
this reflects part of the true situation. Now, for the urban 
population, because of the increase in nonstaple food 
consumption, the grain ration consumption has really 
been much reduced. But it must be seen that in China the 
urban population, in the final analysis, is a minority and 
the greater part of the population is in the rural areas, 
and among them the great majority are still in areas that 
are behind in development or not developed. For them 
to solve the problem of dressing warmly and eating their 
fill, grain consumption is still given priority. According 
to the China Statistical Yearbook, in 1987 the national 
per capita consumption of grain was 251 kg; by 1989 it 
had only fallen to 240 kg, an annual average drop of 
three kg. Following this trend in 1991 it was about 230 
kg. Even if this was the case, the entire country still 
needed 266 million tons of grain rations, 61 percent of 
the total output of the entire country. Thus, in only the 
two items of grain rations and feed, almost all of the 
grain was consumed. For a long time China's feedgrain 
supply was always restricted by grain production. Over 
the past several years, under the circumstances in which 
there has been no increase in per capital grain, obviously 
more grain rations cannot be taken for the development 
of animal husbandry. In recent years, the technological 
progress in animal husbandry production and feed pro- 
duction has not been sufficient to resolve the situation. 
When calculating feed consumption, the parameters 
used should take into consideration the effect of techno- 
logical progress. But this is insufficient to meet the 
demand for feed in animal husbandry production. 


Now, China’s grain production is mainly concentrated in 
three types—paddy, wheat, and corn—and their output 
accounts for about 86 percent of China’s total grain 
output. Comparing 1991 with 1985, we see that the total 
output of grain increased 56.18 million tons, of which 
paddy output increased 15.24 million tons, wheat output 
increased 10.14 million tons, and corn output increased 
34.59 million tons; respectively 27, 18, and 62 percent of 
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the total increase in output. From this we can see that 
since 1985 the greater part of China’s increase in grain 
output has come from the increase in corn. 


Since the beginning of reform and opening up to the 
outside world, the life of urban and rural people in China 
has improved very much; grain rations have been trans- 
formed into flour and rice, and corn is no longer one 
main food but has become a substitute used to change 
people’s taste. As a feed, its use function has been 
enhanced. On the one hand, corn possesses quite a bit of 
digestible crude protein, digestible pure protein, and 
other nutritious ingredients; its utilization efficieny is 
fairly high (one unit of corn is equal to 1.28 unit of feed, 
or equal to 5 units of not fully grown paddy, and it has 
been given the title “King of Feeds.” On the other hand, 
the feed industry, with corn as the main raw material, 
obtained a fairly large development in the eighties (in 
1991 the output of compoind mixed feed broke the 35 
million ton mark), and increased its demand for corn by 
a substantial amount. If there were not a sufficient 
amount of corn, it would be very difficult to produce this 
much compound mixed feed. It is, therefore, obvious 
that the increased output of corn has played a decisive 
role in the sustained rise of animal husbandry produc- 
tion in recent years. 


The conclusion of an analysis of the situation in several 
provinces pertaining to increased output of animal hus- 
bandry products and corn is as follows: Since 1985 the 
output of corn in China’s major meat-producing prov- 
inces has been has increased largely and quickly. For 
example, since 1985 Shandong and Henan have been 
provinces in which there has been a fairly large increas in 
meat ouput, and their total amounts were respectively 
10.90 and 7.1 percent of the entire country’s total 
amount of increase; in these two provinces the amounts 
of increase in corn output were also fairly large, respec- 
tively accounting for 12 and 8 percent of the entire 
country’s total amount of increase, and higher amounts 
of increase than those of meat. Moreover, Fujian, 
Jiangxi, and Guangdong, provinces that in the past did 
not plant much corn, have gradually expanded their 
planting of corn. 
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Here, if we take the “big end” of grain increase in recent 
years—using corn for feed—then did it not affect the 
consumption of grain by the growing population in the 
same period of time? According to data in the China 
Statistical Yearbook, in 1991 compared to {985 there 
was a population increase of 113 million. This writer 
thinks that, because of the increase in the population 
base, every year there are bound to be more new-born 
babies than in the past. On the other hand, because of 
the raising of the standard of living and the extension of 
the people’s lifespan, the elderly population is becoming 
larger and larger. That is to say, the grain ration con- 
sumption of the newly added population will be higher 
than the average number. If we calculate the newly 
added population’s consumption of grain at 200 kg per 
capita per year, then in 199! the consumption of the 
newly added population in the entire country was 22.6 
million tons. However, in the same period of time the 
increase in grain, excluding corn, i.e., the increase in 
paddy and wheat was 25.38 million tons, and this was 
sufficient to meet the demand of the newly added 
population for grain rations. 


Through the abovementioned analysis we have reached 
the following conclusion: the development of corn pro- 
duction is the main reason for China’s sustained and 
stable rise in animal husbandry production since 1985. 
In our research, based on the characteristics of the 
various kinds of livestock and fowl and the scale of their 
development, we adopted the method of proportional 
division to calculate the effect of corn on the increased 
animal husbandry production. The results were that, 
using 1991 compared to the increased corn production 
of 1985, there could at the same time have been pro- 
duced about 5 million tons of pork, about 2.1 million 
tons of poultry meat, and about 3.8 million tons of 
poultry eggs. This result, comparing the more animal 
husbandry products produced in 1991 than in 1985, is 
comparatively close for poultry meat and poultry eggs, 
but pork is only equal to about 63 percent of the actual 
Output increase. This shows that, in feed supply, there 
are other channels than corn. 








